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ANNOUNCEMENT BY THE ASSOCIATION AND THE 
UNIVERSITY 


The Southern Economic Journal, which has heretofore been pub- 
lished by the Southern Economic Association, becomes with this 
issue the joint undertaking of the Association and of the Uni- 
versity of North Carolina. It has seemed to the Association and 
to the University that such a union of forces was mutually de- 
sirable and that a more serviceable publication would result. 
While the present Journal is in a sense a continuation of an effort 
previously carried on through the unaided efforts of the Asso- 
ciation, it has, through this reorganization, been changed in 
style, expanded in size and content, and is therefore almost a new 
venture. Both parties to the present arrangement sincerely hope 
that the Journal in its new form will stimulate thinking and 
writing by social scientists generally and by economists particu- 
larly; that Southern problems will receive major though not 
exclusive attention in its pages; and that it will in the years to 
come make a significant contribution to a wider understanding of 
the South’s difficulties, an understanding that must precede and 
be the basis of any intelligent attempts at amelioration and 
advancement. 

James W. Martin, President, 

The Southern Economic Association. 
Frank P. GranamM, President, 

The University of North Carolina. 











ANNOUNCEMENT BY THE EDITORS 


The purposes of the Journal remain essentially unchanged. For 
those who now make its acquaintance, therefore, it is probably 
well to repeat briefly, in order to explain the Journal's reason for 
being and the ends it has in view, some of the statements made 
when it was originally announced. 

First of all, the creation of The Southern Economic Journal has 
not implied a belief in the existence of a distinctively Southern 
economics, as a separate discipline or doctrinal ensemble. How- 
ever, there does appear to exist a distinguishable Southern econ- 
omy. It is probably marked more by differences of degree than 
of kind; but these differences are sometimes of such commanding 
importance in the entire Southern area as to compel their exami- 
nation by economists on a basis quite at variance with the scope 
and point of view of their national consideration. The publica- 
tion of the fruits of such examination should justify, in part at 
least, this Journal. 

In the second place, Southern economists have a special interest 
in and need for an avenue of expression of this kind. They are 
called upon, probably more frequently and insistently than is true 
of economists in the nation at large, to concern themselves with 
localized elements of economic policy and with economic data 
directly identified with their immediate environment. We enter- 
tain the hope that the Journal will find a welcome place on their 
desks. 

The functions of the Journal may then be summarized as follows: 
It does not appear as the protagonist of either an older or a newer 
sectionalism. Without prejudice to broader interests, it is de- 
signed simply and modestly to assist Southern economists in a 
more telling participation in affairs with which they are neces- 
sarily engaged, to publish authoritative and scholarly articles 
which, because of limited territorial significance or special em- 
phasis, do not find appropriate place in national periodicals, and, 
frankly, to encourage among Southern economists the investi- 
gation that is increasingly requisite to the adjustment of the 
South's difficulties. The editors realize that much within this 
field of interest is being produced outside the South, and it is 
their particular desire that economists and others, wherever 
located, shall use these pages. 
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ARE GOVERNMENT AND BUSINESS SEPARATE 
ENTITIES?* 


ALBERT S. KEISTER 


The Woman's College, University of North Carolina 
I 


The average economist probably thinks of business and government 
as separate entities. Here on the one side is business—the economic 
field. There on the other side is government—the political field. Gov- 
ernment occasionally steps over to regulate certain activities—trailroads, 
the tariff, banking, but such moves are departures from the normal. 
The economic field is, by and large, a separate and distinct field from the 
political. Economists are by no means alone in this conception, or 
misconception. It is doubtless shared by the majority of political scien- 
tists and business men as well. 

Economics textbooks reflect this idea and must bear their share of the 
blame, if the view is unrealistic. A typical textbook in Economics is 
laid out somewhat on this order: Book I—Production; Book II—Ex- 
change; Book I[I—Distribution; Book IV—Consumption; Book V— 
Government Revenues and Expenditures; giving the definite impression 
that government comes in after the economic system has been analyzed, 
a kind of fifth wheel to the cart. A moment's reflection will convince 
any thoughtful person of the error here involved. In fact the govern- 
ment (as an agency of the state) permeates the economic system from 
its very foundations, in such institutions as private property and contract 
rights, on through to income and excess profits taxes when the books 
are closed. Government is present and active at all stages of the eco- 
nomic process. 

The rdle of government in economic affairs has of course varied with 
the circumstances and with the times. Where environmental conditions 
are cruel and hostile, as in polar or desert regions, collective or group 
action usually completely dominates. Where environment is favorable 
and responsive, private enterprise dominates, with government much 
less prominent. Time also makes a difference. In earlier times, when 


* Presidential address delivered at the Eighth Annual Meeting of the Southern Economic 
Association, Chapel Hill, N. C., November 9, 1935. 
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the state of the technical arts was primitive and the pace was slow, more 
freedom could be given to the individual. Today, with the technical 
arts knitting together the peoples of the whole earth, with dynamic forces 
breaking up our cultural patterns faster than we can adjust ourselves, 
government is looked to not only as an umpire but as an active partici- 
pant in the game. For economists to ignore the rdle of government in 
economic life today, therefore, or to treat it as a by-stander is quite 
unrealistic and inexcusable. 

Consider what has happened in the world since 1918. Russia has 
organized a system in which government and business are practically one. 
Essentially all economic activities are either actually carried on by the 
state itself or are closely supervised by the state. Italy has set up ‘‘the 
corporative state,"’ in which the control of all significant business policies 
is in the hands of the government. No large entrepreneur in Italy can 
claim any considerable degree of freedom in matters of wages, hours, or 
prices. Every vital economic interest is subordinated to Fascist ends. 
Germany has gone even farther than Italy in government domination 
over economic and especially over social affairs, including racial and 
religious questions. Japan has established an economy in which business 
is definitely and clearly subordinated to the state, or to the military 
which is a state within the state. The trend is also evident in the more 
democratic countries of the western world. The English government, 
for example, has set out definitely since the World War to abolish the 
slums of her cities, replacing them with government-subsidized housing. 
The cotton textile industry, long the backbone of British exports, has 
slipped badly in recent years under Jeissez faire capitalism in competition 
with producers in Japan and other countries where the government is 
practically in partnership with the industry. Accordingly, the English 
government is taking steps to force the rationalization of the entire cot- 
ton textile industry of the country. All of the power systems in England 
have been forced into a common “‘grid’’ or pool, while the export of 
coal has been carried on in recent years by the aid of government subsidies. 
To illustrate what is happening in France, the news items published in 
a single week during the past summer are revealing: ‘Prime Minister 
Laval announced 23 new measures—, including a 10 percent reduction in 
mortgage interest rates and in rents, a 6 percent cut in the cost of bread, 
and a 5 to 15 percent reduction in the price of coal.’""! Such drastic price 
fixing edicts, even though they were promulgated to ‘‘save the franc,” 
testify forcefully to the death of the old system of free prices, as well 
as to government penetration into economic affairs. In Australia the 


1 Business Week, July 20, 1935, p. 26. 
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government has practically taken over the marketing of certain com- 
modities such as cotton, butter, and raisins. In Canada the government 
manages the marketing of her great export staple—wheat. In practically 
all of the countries of Europe and in much of the rest of the world drastic 
restrictions on imports and on foreign exchange dealings have become 
established policies of recent years. It is no great exaggeration to say 
that government is today more responsible for the kind of economic 
system a nation has than the business men of the country are. 

We need not recite the familiar history of the relations between govern- 
ment and business in our own country. The idea that in coming to the 
new world our ancestors escaped from government, being able to live 
on the frontier practically without government, is a distorted half-truth. 
Where did the pioneer get his property rights, his common law, his 
system of jurisprudence? Did not economic difficulties prove that the 
Articles of Confederation were unworkable? Why was one of the first 
acts of Washington's administration the creation of a monetary system 
and the establishment of a central bank? Did the first protective tariff 
come in 1816 by accident? Does it mean anything that turnpikes, canals, 
and railroads were possible only with governmental assistance? Or that 
the corporation developed so remarkably in the nineteenth century only 
because the government gave it valuable privileges, such as limited 
liability? Government has been an important partner all along in our 
economic development. 

In recent years government in this country has followed the world 
trend of increasing penetration into economic affairs. One might men- 
tion the establishment of the Federal Reserve Banking System; the World 
War stimulation of agriculture, manufacturing, and exports; the post 
war excursions into foreign investments with the blessing of the then 
Secretary of Commerce; the subsidizing of shipping and aviation; the 
extension of municipal functions into activities such as parks, recreation, 
physical examination and treatment of school children, the building and 
operation of airports and electric utilities; the creation under President 
Hoover of the Reconstruction Finance Corporation to advance govern- 
ment funds to save tottering business firms—all of this before the New 
Deal was even mentioned. These developments and numerous others 
that might be cited indicate how far and how rapidly we had moved, 
even before 1932, in the direction of governmental participation in the 
economic life of the nation. What President Roosevelt has done should 
be considered, therefore, not a departure from previous tendencies but 
merely a furthering of those tendencies. There is also evident in his 
policies a re-orientation of government activities in the interests of certain 
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classes, especially labor and farmers, that previously had not been main 
beneficiaries of governmental relations with business. 

Beginning in March 1933, we have had a rather dramatic display of 
government im business, over business, and under business. The banking 
holiday, with reopenings dependent on government approval and with 
deposits insured by the government, rescued the banking system from 
almost complete prostration. The devaluation of the gold dollar in an 
attempt to raise the commodity price level was government injecting its 
power into the very heart of the economic system. The assumption of 
responsibility for unemployment by the federal government is a new 
departure in administration and may mark the beginning of a policy in 
which the government not only recognizes its responsibility to the victims 
of depression but also begins to plan through public works and otherwise 
to modify the business cycle itself. In agriculture the government has 
been an active participant for many years, the recent policies representing 
partly a shift in experimental devices, such as payments for acreage reduc- 
tion financed by processing taxes, and partly new ventures such as the 
re-location of bankrupt rural people, and the transfer of sub-marginal 
agricultural land to forests, game preserves, and parks. The conservation 
of natural resources to which we have paid “‘lip service’’ for some years 
is the inspiration for the Civilian Conservation Corps, the attack on 
soil erosion and stream pollution, and the recent moves toward flood 
control. The social security legislation means that government and 
business together will provide elemental security in respect of old age 
and certain forms of unemployment. No better example could be cited 
of the growing one-ness of government and business than the Social 
Security Act. 

Another recent statute also illustrates this inter-penetration of business 
by government, namely the Securities Exchange Act, vesting in a govern- 
mental agency considerable supervision and control over the capital 
investment market. Similarly, governmental grading of agricultural 
products, pure food and drug acts, alcohol control, governmental espousal 
of collective bargaining, taxation to redistribute wealth and income, 
government in the housing field for slum clearance and low cost new 
construction, mortgage loans of federal money through the Home Owners 
Lean Corporation, insurance of private mortgages and repair loans 
through the Federal Housing Administration, rural electrification with 
government subsidy, and for good measure we may throw in the Tennes- 
see Valley experiment involving flood control, navigation, reforestation, 
land reclamation, production of electric power and fertilizer, loans to co- 
operative associations, plus a beginning of regional planning for the 
industrial and social future of that area of the United States. 
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II 


A mere enumeration of these joint political and economic developments 
is impressive evidence that government and business are becoming in- 
extricably interwoven. Even though we assume a change of political 
parties in control of the federal government in 1940, or even earlier, no 
serious-minded person would assert that we will ever go back to the 
relationships existing between government and business in 1913 or even 
in 1930. Certain agencies of government have such a hold on the business 
system that they simply cannot let go. Witness the Reconstruction 
Finance Corporation with its heavy investments in railroads and banks, 
the Home Owners’ Loan Corporation with nearly four billion dollars of 
mortgage loans on 800,000 residences throughout the country to be repaid 
over a period of 15 years, or the Federal Farm Credit Administration 
with other billions committed to agriculture. Or suppose that the un- 
employment problem remains with us permanently, so that we must 
face an army of six to ten million unemployed even in ‘‘good times.” 
Will not the federal government be forced to remain in this field of eco- 
nomic life? It is, of course, probable that a political reaction will come, 
sweeping away some of the recent experiments, but we may safely predict 
that when the reaction has spent itself, government and business will 
be more thoroughly integrated than they were in the decade of the 
twenties. If this be the outcome, it will be proof conclusive that govern- 
ment and business are being driven together, and held, by forces stronger 
than the United States Chamber of Commerce or the Saturday Evening Post. 

To point out that government and business are becoming more closely 
united does not imply approval of all that government is doing. Some 
policies of government, especially under the pressure of extreme national- 
ism, such as certain tariff schedules, most subsidies and armaments, are 
deplorable. We are concerned here, however, with what is, not with 
what ought to be. 

One need not be a 100 percent economic materialist to suggest that 
this whole development is due, not to a political party nor to a few 
men, but to the forces of evolution. Among these forces, more particu- 
larly in America, may be mentioned, first, the increasing size of the aver- 
age business unit, especially in manufacturing, mining, transportation, 
communication, and banking, producing a condition in which trade 
associations, gentlemen’s agreements, and other methods of control are 
suggested and formed relatively easily. This means concentration within 
the economic system and demands governmental control to protect the 
public interest. 

A second force, closely related to the first, is the rapid growth of the 
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corporate form of business—a form of business organization which, 
thanks to privileges granted by law, has developed astonishing capital- 
raising possibilities, immunities to punishment and even in some cases 
to effective control, and a divorce of management from ownership that 
has permitted enormous power to concentrate in the hands of a relatively 
small group of men. This is another type of concentration within the 
economic system, likewise calling for governmental control. 

Third, there is a growing conviction that Jaissez faire capitalism simply 
does not work even tolerably well for the masses nor perhaps for the 
long-run best interests of business men themselves. Laissez faire capital- 
ism for successful functioning depends largely on flexibility of prices, on 
responsive changes in supply and demand, and in capital investment. 
Such flexibility was generally characteristic of capitalism in its earlier, 
simpler stages when small units of production and small market areas 
prevailed. Today, however, the picture has changed radically, with 
inflexibility of prices and capital movements fully as prevalent as flexi- 
bility.? If the price system is going to be more and more a controlled, 
“tadministered’’ system, the question is certain to arise—Who is to con- 
trol it and in whose interest? 

A fourth force is the growing demand on the part of the common man 
for elemental security. Formerly he obtained this on the land, to a less 
extent through small handicrafts. Now he is coming to realize that it 
can only be obtained through compulsory, collective, governmental, 
provision. 

Fifth, a strong nationalistic sentiment, compelling the government to 
adopt a closer relationship with business in order to make the nation a 
stronger unit in a world dominated by nationalism. Many of the moves 
made by government in unprofitable business fields such as shipping and 
aviation, can be understood if one turns an ear toward the War and Navy 
Departments. 

Sixth, government has always been controlled by some group—the 
landed aristocracy, the church, the blooded royalty, the wealthy planters. 
Today, generally speaking, it is controlled by business, especially manu- 
facturing and financial business. What could be more certain than a 
growing alliance between government and business? 


Ill 


If these forces, together with doubtless many others that ought to 
be added, are driving government and business into closer working rela- 


2 See, e.g., G. C. Means, “Industrial Prices and Their Relative Inflexibility,’’ Senate 
Document, No. 13, 74th Congress, 1st Session. 
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ships, it is pertinent to inquire next what form these relationships are 
taking? They seem to fall into four chief types. 

(2) The Probibitive Type. Prohibitive activities of government are of 
two kinds; first, where the government prohibits certain business activi- 
ties from being performed at all, such as combinations in restraint of 
trade, and second where the government prohibits activities from 
being performed by private enterprise, as coining money and carrying the 
mails. The prohibitive attitude on the part of government is usually 
motivated by the conviction that the larger interests of society in general 
and of business itself can be best served in the long run by these pro- 
hibitions. 

(2) The Regulative Type. Government regulates business in some cases 
for the protection of the consumer but in an increasing number of cases 
for the protection of business itself. Regulations governing the quality 
of such commodities as food, gasoline, and fertilizer, for the protection 
of the consumer are well-known. Regulation of railroads, of power 
companies, of telephone, and other utilities, more recently of the coal 
industry, has come largely because of the pressure of business interests 
demanding regulation. To an increasing degree in recent years, the 
agitation for stricter regulation of competitive business comes not from 
the public but from the competitors themselves. They want the ‘‘chisel- 
ing’’ minority held in line by the government. As profit margins become 
natrower and slight competitive advantages mean more, we are likely to 
witness increasing pressure on the government from certain business 
groups to have recalcitrant members of their own group, as well as other 
competing groups, regulated. The tendency of the modern corporation 
to develop a divergence of interest between the owning group, the 
managing group, the labor group, and the consuming group will probably 
also compel government regulation for the protection and balancing of 
all groups. 

(3) The Promotive Type. Government in the course of time has moved 
from being primarily a policeman to being more and more a partner. 
For over a century the protective tariff has been used as a promotor of 
certain businesses. The subsidy and the bounty have likewise had a 
long and honorable (or dishonorable) career. The limited liability 
privilege extended to the corporation has been one of the most powerful 
promotive influences for capitalistic development that government has 
ever granted. The establishment of public libraries and public schools 
has been a promoter of social and economic betterment, as have public 
health services, park and recreation developments, municipal airports, 
fire and police departments, soil erosion control, stimulation of low-cost 
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housing, extension of the right of eminent domain to private corporations, 
and exemption from taxation or modified rates of taxation for certain 
enterprises. Sometimes, of course, regulative activities of government 
regulate one group in order to promote the welfare of other groups. 
Much of the New Deal legislation can be interpreted as regulative in 
order to be promotive of larger interests. 

(4) The Owning and Operating Type. Owning and operating formerly 
went together. They still do, predominantly, but the instances of 
separation are becoming more and more frequent and important. This 
is true in the fields both of private business and of public business. 
Ownership in the private corporation is increasingly disassociated from 
management or operation. Likewise, the government is found today 
owning without operating and operating without owning. The Recon- 
struction Finance Corporation, for example, owns a controlling interest in 
a number of enterprises but does not operate them. Mr. Joseph Eastman 
may be called without exaggeration ‘‘the chief operator of the American 
railroads,’ although the government does not own the railroads. The 
Federal Reserve Authorities have a great deal to say about the operation 
of the commercial banking system although they do not own the com- 
mercial banks. Increasingly the government moves steadily into the 
economic field without bothering too much about logic. The issue 
today is not so much government ownership and operation versus private 
ownership and operation but rather ‘‘what is expedient or necessary for 
the government to do next?’’ If economic and social planning, about 
which we have heard much in recent years, is to be gradually realized 
in America, one thing is certain: it can come only through governmental 
action. Private enterprise, let alone, will not do any comprehensive 
planning in the broad social sense. It ought not to be expected to do 
so voluntarily. Only the state with its capacity and its obligation to 
think of the long-run human interests can really plan. In the Tennessee 
Valley private enterprise can develop the power and mineral resources. 
Only public enterprise can see and perform the larger task of flood con- 
trol, reforestation, navigation, conservation, public recreation, and the 
salvage of stranded populations. 

These four types of governmental relationships to business are admit- 
tedly too simple and too sharply drawn. They do not take adequate 
account of such activities as governmental assistance in the fields of 
voluntary codes, labor relations boards, factory-farm coordination ex- 
periments, the socializing of financial losses through such means as 
federal insurance, nor the socializing of human losses through public 
works and the feeding of the hungry. The truth is that government 
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today is involved in so many economic affairs that meaningful classi- 
fication is almost impossible. 


IV 


In conclusion, may I suggest a few of the implications of this growing 
inseparability of government and business. 

In the first place, a new attitude toward public enterprise is called for. 
In place of the attitude that government is worthy only of contempt, is 
honeycombed with graft and inefficiency, that government employees are 
tax-eaters and bureaucrats engaged in a ‘‘dirty’’ business, we must sub- 
stitute the attitude that public business is our business, is steadily be- 
coming more significant and must become more efficient, and that those 
who give their best in the public service are worthy of the highest stand- 
ing in the esteem of the community. 

Second, as government does more things, taxes are certain to increase. 
While definitely condemning waste of public revenues and insisting that 
a dollar collectively spent, to be justified, should yield more human 
satisfactions than if left in the taxpayer’s pocket, we may still point 
out the inevitability of rising taxes. This will lay a burden on public 
administrators to explain to the people the connection between rising 
taxes and increasing functions of government. 

Third, a higher state of political morality is urgently needed. Govern- 
ment itself must clean house and be worthy of the new trust. One may 
accept the dictum that people have the kind of government they deserve, 
or one may hold that it is the people’s responsibility to force reform 
when government is corrupt, and yet one may still insist that govern- 
ment administrators have a major responsibility for clean and efficient 
government. Most of the graft in government can be eliminated if the 
officials desire to do so and if a proper system of purchasing and account- 
ing is in operation. The alliance between local government and rackets 
and gangsters can be broken up by resolute officials, even though public 
sentiment is only mildly aroused. Especially do we need modernization 
of governmental units, methods, and organization. The new wine of 
expanding government functions cannot be confined in the old bottles 
of weak, vacillating, incompetent, multiplied units of government. 

Fourth, as government penetrates more deeply the economic order, the 
problem of public personnel becomes steadily more urgent.: The recent 
Commission of Inquiry into public personnel found that some three and 
a quarter million persons were working for the various governments in 
this country at an annual cost in salaries of about four and one-half 
billion dollars. What kind of people are these? With what training 
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do they enter the service? How do they get into the service? What 
attitude is taken toward them by the public? Are the capable promoted? 
Are the dishonest discharged? How can we effectively improve the 
quality of this personnel? 

Fifth, politics is inseparable from democracy. Since we cannot escape 
politics if we retain democratic institutions, our task is to make politics 
function for the good of society including the economic order. Business 
must become more political minded while statecraft becomes more busi- 
ness minded. Training in Economics should be indispensable to govern- 
ment administrators. The universities must assume increasing responsi- 
bility for the newer personnel of government and for the creation of that 
background of public sentiment essential to the redemption of “‘politics.’’ 

Finally, we must continually re-examine the goals and methods of the 
state. What are we aiming at in all this? What methods is the state 
justified in using to attain these goals? Most economists would agree, 
I think, that the main goals of the economic order are increasing real 
income for all the people, greater regularity of employment, reduction 
of inequality, in short—to provide the material basis for “‘the good life.”’ 
If these goals can be attained by lessening the activity of the state, well 
and good. If they can be approached by extending the power of the 
state in certain directions while contracting it in other directions, all 
under democratic methods, well and good. So far we have general agree- 
ment. But suppose that a large number of our people become convinced 
that the attainment of these goals is possible only by sacrificing demo- 
cratic institutions and creating some form of dictatorship, what then? 
Would not the price be too great? The greatest problem that economic 
and political statesmanship faces in America is whether we can attain 
a just and humane economic order, realizing the potentialities of modern 
technology, while still retaining free, democratic institutions. On the 
solution of this problem rests the future well-being of this and succeeding 
generations. 


PUBLIC DEBTS IN THE SOUTH 


B. U. RATCHFORD 
Duke University 
I 


During the past five years state and local governments in this country 
have experienced more difficulties with their debts than at any other time 
since the period following the Civil War. In this latter period, as in the 
former, the South! leads in the number of governmental units which have 
defaulted on their obligations. A tabulation maintained by The Bond 
Buyer shows that on December 1, 1935, 14 Southern states were responsible 
for 1,975 defaults out of a total of 3,206 for the whole nation. Although 
these states embrace less than 30 per cent of the population of the United 
States, and though their various governmental units owe less than one- 
fourth of all state and local debts? in the country, yet approximately 62 
per cent of all defaults occurred within their borders. 

These numerous defaults have been symptoms of other and more deeply- 
rooted troubles. Some involved only a few dollars, while others entailed 
hundreds of thousands or millions, but each represented a miscarriage of 
public finances. In the period following the Civil War there were obvious 
and potent reasons for the large number of defaults in the South. In the 
present situation the reasons are not soclear. As in most other important 
social and economic developments, there are many factors at work. A 
simple, concise, and dogmatic statement of causes is impossible, but an 
examination of relevant material may give some indication as to how and 
why the developments took place. The purpose of this study is to sketch 
briefly the course of public indebtedness in the South during the present 
century, and to give some indication of the debt burden here as compared 
with the situation in the other 34 states of the Union. 

Since very few states provide anything approaching adequate statistics 
on the finances of local governments, the publications of the Bureau of 
the Census constitute the principal source for this type of material. The 


1 For the purpose of this study the South is taken to comprise the following 14 states: 
Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, Mississippi, North Carolina, 
Oklahoma, South Carolina, Tennessee, Texas, Virginia and West Virginia. 

2 Throughout this paper debt means gross debt less sinking fund assets as defined by the 
Bureau of the Census. 
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Bureau attempts, every ten years, to make a complete survey of the finances 
of all governmental units. From decade to decade these surveys have 
varied considerably in scope and detail. While the net result has been 
some improvement, the data are still far from satisfactory, and the changes 
make comparison difficult. The long intervals between the surveys and 
the considerable delay in their publication are additional disadvantages 
in their use. But since they supply the most complete, and almost the 
only comparable data for the various states, they are the best source 
available at present. 

In the search for statistical series reflecting income, wealth, production, 
and other factors which can be used to measure debt burdens we are 
confronted with equally serious problems. Some of the best of these 
now available are not broken down by states. Practically all of them 
have been developed only within the past 10 or 15 years. For this reason 
it is impossible in most cases to develop any adequate measure of debt 
burdens for the years before the World War. 


II 


In order to understand the present financial plight it is essential that 
we note the growth of indebtedness during the past few decades. Table 
I shows the growth of state and local debts, estimated taxable wealth, 
and population in the 14 Southern states since 1900, contrasted with like 
figures for the remainder of the United States. With one exception® 
these figures are all supplied by the Bureau of the Census.‘ These figures 
show that in 1902 the Sourh had approximately 30 per cent of the coun- 
try’s population, 14 per cent of the wealth, and 15 per cent of the debt. 
In other words, the per capita wealth in the South was about one-half 
of the average for the whole country, but the debts were in proportion. 
Judged by this one measure alone, the burden of public debts in the South 
in 1902 was about the same as in the rest of the country. 

Between 1902 and 1912 the Southern states increased their wealth more 
rapidly than did the other states, and by the end of this period they had 
17 per cent of the nation’s wealth. In debts and population they were 
just about holding their own relative position. In terms of wealth, the 
burden of public debts was reduced during this period. 


3 Estimated wealth, 1932: Robert Rutherford Doane, ‘“The Geographic Distribution of 
the Physical Wealth of the United States,’’ The Annalist, November 15, 1935, pp. 676-77. 

4 Data on debts and wealth from Bureau of the Census, Wealth, Public Debt, and Taxation: 
1922 (Washington, 1924), and Financial Statistics of State and Local Governments, 1932 (Wash- 
ington, 1935); population figures from Statistical Abstract of the United States (Washington, 
1934), P- 5. 
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Since 1912, however, this trend has been sharply reversed. In the past 
twenty years the South has barely held its own in wealth; it has lost 
ground, relatively, in population; but its proportion of public debts has 
increased by more than 50 per cent—from 15 per cent to 23 per cent of the 
national total. When it is noted that the country as a whole increased 
its state and local debts by 360 per cent in this period, it will be evident 
that this was quite a striking development. In absolute terms, Southern 
debts increased from a little more than one-half billion dollars to four 
billions, or an increase of 600 per cent, while wealth increased from thirty 
billions to forty-six and a half billions, or 55 per cent. 


TABLE I 


State anv Locat Dests, EstimaTEp WEALTH, AND PopuLATION IN THE SOUTH, 1900-1932* 














man | sopm | “Suoen | area | cnune | 66.8 Cre 
Debt (in thou- 1902 | 283,577 1,581,458 1,865,035 | 15.2 


1912 | §77,982 | +103.8 | 3,243,914 | +105.1 | 3,821,896 | 15.1 
sands of dol- 

ae 1922 |1,674,754 | +189.8 | 7,014,986 | +116.2 | 8,689,740 | 19.3 

1932 |4,043,142 | +141.4 |13,533,697 | 92-9 |17,576,839 | 23-0 

Estimated 1900 11,492 70,812 82,305 | 14.0 

Wealth (in }] 1912 29,962 | +160.7 144,024 | +103.4 173,986 | 17.2 

millions of || 1922 52,899 | +76.6 247,399 | +71.8 300,298 | 17.6 


dollars) 1932 46,428 | —12.2 225 ,262 —8.9 271,690 | 17.1 
1900 22,872 53,123 75,995 | 30-1 

Population (in }| 1910 27,560 | +20.5 64,412 | +21.2 91,972 | 30.0 
thousands) 1920 31,016 | +12.5 74,695 | +16.0 105,711 | 29.3 














1930 35,501 | +14.4 87,274 | +16.8 122,775 | 28.9 














* Source: Bureau of the Census. 


Ill 


Before considering why the South increased its indebtedness more 
rapidly than other sections, let us make a more detailed study of the com- 
parative burden of those debts in recent years, using as measures some of 
the statistical series which have been developed in recent years. Table 
II gives, in summary form, the principal data that are available along this 
line. The figures for individual states contain many interesting features, 
but it is not practical to give the material in such detail here. A little 
later this same material will be given for the four states in which debts 
are heaviest. 

The figures on estimated taxable wealth are those used in Table I. 
These are the only figures comparable to those for assessed value of 
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TABLE II 


CoMPARISON OF Depts AND RESOURCES, 1922-1932 


(All dollars in thousands)* 




















SOUTH “<5 weee.s | Some 
1922 $1,674,754 | $7,014,986 | $8,689,740 | 19.3 
Debts 1932 4,043,142 | 13,533,697 | 17,576,839 | 23.0 
% change +141.4 +92.9 +102.3 
1922 52,898,840 | 247,399,203 | 300,298,043 17.6 
Estimated Wealth 1932 46,428,000 | 225,262,000 | 271,690,000 17.1 
% change 12.2 —8.9 —9.5 
Output of primary in- }| 1921 4,919,647 | 22,376,151 | 27,295,798 18.0 
dustries 1931 5,096,559 | 23,182,508 | 28,279,067 18.0 
Estimated Income — 10,176,459 | 4915441236 | 59,720,695 = 
1929 13,814,000 | 71,371,000 | 85,185,000 16.2 
Retail Sales 1933 4,570,695 | 20,466,530 | 25,037,225 18.3 
1922 643,496 355771416 4,220,912 25.2 
Taxes, Licenses, etc. 1932 1,079,793 59599119 6,678,912 16.2 
% change +67.8 +56.5 +58.2 
Defaults (absolute num- | 1935 1,975 1,231 3,206 61.6 
ber) 
Debts as a Percentage of: 
Estimated Wealth i 0 thee d 2.84 2.89 
1932 8.71 6.01 6.47 
Output of Primary In- }| 1921 34.0 32.3 31.8 
dustries 1931 79-3 58.4 62.2 
ae ae toe 1921 16.5 14.2 14.6 (1922 debt) 
1929 29.3 19.0 20.6 (1932 debt) 
Retail Sales 1933 88.5 66.1 70.2 (1932 debt) 
Taxes, Licenses, etc. | _ afo.3 ay sie 
1932 374-4 241.7 263.2 

















* For sources and explanations see text. 
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property, which are usually used as the measure of debt burdens. Esti- 
mates of wealth are to be preferred over assessed values because they 
are more uniform and comparable between states, and are not subject to 
the many extraneous factors which enter into the assessing of property for 
taxation. This series shows that a little more than one-sixth of the 
physical wealth of the nation is located in the South, and that debts here 
are approximately 45 per cent heavier in relation to such wealth than in 
other sections. 

The next series used as a measure of debt burden is the value of the out- 
put of primary industries. This is a composite, covering agriculture, 
mining, and manufacturing. It would be desirable to include also con- 
struction, lumbering, and, perhaps, fishing, but there are no satisfactory 
statistics on the value of products in these fields. The present series is 
made up of the value added by manufacture,® mineral production,® and 
cash income from farm production.? The latter series is not available for 
1921, so in place of it was substituted the estimates by Maurice Leven on 
the current income of entrepreneurs and other property holders from 
agriculture.* Leven’s estimates indicate fairly accurately the amount of 
income derived from agriculture, but since they are not strictly compa- 
rable with cash income from farm production, no rate of increase was 
computed between 1921 and 1931. The years 1921 and 1931 were chosen 
for this composite because it is only in the odd years that data are available 
on the value added by manufacture, the most important of the three 
series.° 

The result of the computations described above show that the South, 
in both 1921 and 1931, contributed 18 per cent to the national total of 
the value of the output of these three primary industries. Although the 
percentage for the composite was the same for both years, there were 
substantial changes between the component parts. Roughly, a relative 
gain in value added by manufacture offset a relative loss in farm income. 
More specifically, this probably means that a relative loss due to the 
excessive decline in cotton prices was offset by the stability of the tobacco 
manufacturing industry. 


5 Statistical Abstract of the United States, 1923, pp. 318-22; 1934, pp. 725-27- 

6 [bid., 1929, P- 7473 1934, P- 660. 

7 Ibid., 1934, P- §72- 

8 Maurice Leven, Income in the Various States, p. 210. 

9 In 1931, for the first time, the Bureau of the Census, in arriving at the value added by 
manufacture in North Carolina, deducted the internal revenue tax paid by tobacco manu- 
facturers. Apparently this was not done for any other state, although this tax is an impor- 
tant item in several states. In order to make the figures comparable for all years and all 
states, the amount deducted for North Carolina—$237,019,000o—was restored. 
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The income estimates for 1921 are for current income distributed. They 
were calculated by Leven from national totals estimated by W. I. King.'® 
The estimates for 1929 are taken from the Brookings study." The con- 
cept used here excludes profits from the sale of property. While the 
estimates of income by states are probably less reliable than estimates 
for the nation as a whole, the two studies mentioned above are so thor- 
ough and comprehensive that their significance for the purpose at hand 
cannot be disregarded. According to these two estimates the South, in 
both 1921 and 1929, received about one-sixth of the nation’s income. 

Retail sales constitute another valuable index of income and potential 
tax yield. The significance of this series for tax purposes and as a measure 
of debt burdens is increased by the rapid spread of sales taxes. The 
figures for 1933, which were compiled as a part of the Business Census of 
that year, show that the South had 18.3 per cent of the nation’s retail 
sales.* This is a larger percentage than is indicated for the South by 
any of the other series relating to income and wealth. Such a resuit, 
however, does not indicate a higher level of income than do the other 
series. It is only normal to expect that in an area where average incomes 
are low a larger percentage of them will be spent for retail purchases. 

The final series used for comparison includes the taxes, license permits, 
and special assessments collected by state and local governments as shown 
by Census publications.'* Total revenue receipts would afford a better 
comparison, but these figures are not available for 1922. The items 
named, however, comprised more than three-fourths of such receipts in 
1932. Data on tax collections are important in relation to debts for 
several reasons. They provide additional evidence on income and at the 
same time give some indication of the efficiency or adequacy of the revenue 
systems of governmental units. In a period when debts are being in- 
creased these figures indicate also the extent to which taxpayers are 
willing, or able, to pay for their improvements out of current income as 
contrasted with borrowed funds. Essentially, political units which 
borrow are buying their governmental services on the installment plan; 
the amounts by which they increase their taxes to supplement the borrow- 
ing represent the down payments. 

The South, between 1922 and 1932, increased its taxes faster than did 

10 Leven, op. cit., pp. 264-65. 

1 Leven, Moulton and Warburton, America’s Capacity to Consume, p. 174. 

12 Bureau of the Census, United States Summary of the Retail Census for 1933, Final Figures, 
(Washington, 1934), pp. 9-10. 

13 Bureau of the Census, Wealth, Public Debts, and Taxation: 1922, ‘“Taxes Collected’ 
(Washington, 1924), pp. 1-16; Financial Statistics of State and Local Governments, 1932 (Wash- 
ington, 1935), Pp- 7-17. 
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the other sections of the country and its percentage of this item rose from 
15.2 to 16.2. But the increase here was not nearly so great as it was in 
debts. In fact, a large part of the increase in taxes went to pay increased 
debt service. It is a safe assumption that the ‘‘down payments’’ were 
very small during this period. 

The second division of Table II shows the debts expressed as percentages 
of the various figures for wealth and income. It will be noted that these 
percentages are in all cases substantially higher for the South than for the 
remainder of the United States. This is of special significance in the case 
of taxes. Here the percentage is more than 50 per cent higher in the 
South. Debts have grown out of proportion to the revenues from which 
they must be serviced. 

When the various series in Table II are studied together, the columns 
headed ‘“‘per cent in South’’ is especially significant. The striking fact 
here is the extent to which all of the series agree, in both 1922 and 1932, 
in indicating for the South about one-sixth of the national wealth and 
income. If we eliminate the percentage of taxes in 1922, which is 15.2, 
the range is from a low of 16.2 per cent to a high of 18.3 percent. In view 
of the fact that these series are mostly from different sources, based fre- 
quently upon entirely different data and derived by different methods, this 
agreement is most significant. When we consider further that from 1922 
to 1932 the South increased its proportion of the nation’s debts from 19.3 
to 23.0 per cent, we have the key to the difficulties of the past five years. 
With approximately one-sixth of the nation’s ability to pay, we were 
trying to support almost one-fourth of its debts. 


IV 


The foregoing is a study of the South as a whole. But most of the 
difficulties with debts have been experienced in a few states. Some 
Southern states have kept themselves relatively free of debt and have had 
little trouble in this respect. If we consider the four states in which 
debts are heaviest and in which defaults have been most numerous, we will 
bring the picture more sharply into focus. The states possessed of this 
dubious distinction are Arkansas, Florida, Louisiana, and North Caro- 
lina. These had in 1932, 9.5 per cent of the country’s debts and have, up 
to the present time, accounted for 45 per cent of the defaults. These 
states had the following percentages of the national wealth and income 
as shown by the series used in Table II: estimated wealth, 3.7; output of 
primary industries, 5.0; estimated income, 3.7; retail sales, 4.4; taxes, 
licenses, permits, and special assessments, 4.3. ‘These make an average of 
4.2 per cent. Since these same states have 9.5 per cent of the debt, the 
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debt burden on these states as a group is somewhat more than twice the 
average for the nation as a whole. The number of defaults bears eloquent 
testimony to the effect of this situation. 

It is only fair, however, to go one step further and say that even in these 
heavily-burdened states there are some units whose finances have been 
well managed and in which debt service charges are not excessive. Ina 
state where the debt is almost entirely local, as in Florida, the units 
which have been sparing in the use of their credit are not affected by the 
general situation except to the extent that the state is forced to assume 
additional burdens or to the extent that their credit suffers, sympathet- 
ically, because of debt troubles in neighboring unirs. 

Most of the above comparisons have been for 1921 or 1922 and 1931 or 
1932—all depression years. Is this procedure unfair to the South? 
Would the Southern states have made a better showing in a prosperous 
year? A sample check of the evidence available indicates that our 
findings would not have been changed if the comparisons had been for 
1929. Undoubtedly there was a big decline in dollar totals of wealth 
and income for all sections between 1929 and 1932—that was the imme- 
diate cause of most of the embarrassment. But relative positions were 
about the same in both years. Table II contains an estimate of income 
for 1929, and the South’s position there was in line with the other meas- 
ures. The South’s portion of other expressions of wealth and income in 
1929 were: estimated wealth, 17.5 per cent; value of output of primary 
industries, 17.9; retail sales, 18.4 per cent. These are very close to the 
results for 1931 and 1932. 


Vv 


Why has the South, in the past twenty years, increased its indebtedness 
much faster than other sections? There is probably no short, simple 
answer to this question. Undoubtedly there have been special causes at 
work in certain cases, such as the land boom in Florida. But there seem 
to have been several general factors at work. The three which appear 
to be most important are discussed below. 

The first cause is the one which, in general, has been responsible for an 
enormous amount of public indebtedness during the life of our nation—the 
need for better transportation facilities. Appearing first in the demand 
for canals, then for railroads, and now for highways and streets, this 
factor has repeatedly enlisted the aid of state and local governments and 
caused them to borrow millions, and even billions, of dollars. The effect 
of this factor is shown when debts are analyzed according to contracting 
units. In recent years state governments have largely assumed the 
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function of highway construction. From 1922 to 1932 state governments 
in the South increased their debts by 378 per cent while local units experi- 
enced an increase of only a little more than 100 per cent. This large 
increase in state debts was the principal factor which allowed the state 
highway systems of the South to increase their surfaced road mileage in 
this same period by 212 per cent. The comparable figure for the rest of 
the country was 177 per cent. Highway construction was a particularly 
important cause of debts in Arkansas, Louisiana, and North Carolina. 

But other sections of the country have built highways, some of them 
more extensively than the South. Why the heavy borrowing here? 
Due to the large area covered by these states and the low ievels of wealth 
and income, the burden of building adequate highway systems has been 
heavier here than in most other sections. Our 14 states embrace a little 
less than 30 per cent of the land area of the United States, and, as we have 
seen, they have about one-sixth of the nation’s wealth and income. Yet 
in 1930 they had 31 per cent of the surfaced mileage of rural roads in the 
country.14 This achievement probably could not have been realized 
without heavy borrowing. 

The second cause is the increasing industrialization and urbanization of 
the South. It has been shown that the urban population of the South 
more than trebled between 1900 and 1930; that the percentage of total 
population classed as urban has doubled in the same period; and that 
urban population has increased faster in the South than in other sections." 
An increased urban population calls for more and better governmental 
services and, especially, for heavy capital outlays. The latter are fre- 
quently financed by borrowing. 

The third cause, which is quite general and hardly susceptible of statis- 
tical verification, is that the South has, in the past twenty years, been 
trying to catch up, or at least, to hold its own, with the remainder of the 
country. During the long period of recovery from the effects of the Civil 
War, the South lagged far behind in most lines of development, especially 
in education. With the coming of the World War, increased industry, 
and the automobile, together with an improved credit standing, Southern 
states aspired to improve their standing relative to the North and West. 
Borrowing offered the quickest and, seemingly, the easiest way to do 
this. 


14 Statistical Abstract of the United States, 1934, P- 334- 

15 Walter J. Matherly, “The Urban Development of the South,’’ Southern Economic Journal, 
February, 1935, pp- 4, 19. 

16 It is interesting in this connection, however, to notice the activities which have received 
most emphasis. In expenditures for public elementary and secondary schools Southern 
states, between 1910 and 1932, did a little better thar other states, with an increase of 465 per 
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VI 


What have been the effects of heavy debts in the South? The large 
number of defaults already mentioned has been the most spectacular and 
most evident effect. These defaults had their repercussions directly upon 
the bond market and upon the banking system, and thus contributed 
their part to the financial demoralization of 1932-33. But each of these 
defaults also has its sequel ‘‘back home’’ in the defaulting unit in the 
form of a long, grinding period of embarrassed finances while the unit 
struggles to clear the default or work out some refunding program. 

These debts have been an important factor in the drastic reduction of 
expenditures and the far-reaching curtailment of governmental functions 
which have taken place since 1930. We are all familiar with these 
retrenchments, especially as they have affected education. Indebtedness 
has been an important factor in these because the fixed charges for its 
support are an inflexible element in the budget. When economies are 
necessary, other budgetary items must bear all the burden: fixed charges 
can be reduced only by incurring the odium of default. For Southern 
states, interest payments in 1932 amounted to 12.5 per cent of all cost 
payments; bond retirements added the equivalent of 6 per cent more. 
Thus about 18 per cent of all disbursements were fixed, and the require- 
ments for bond retirement have been rising steadily and rapidly. Be- 
tween 1923 and 1934 bonds actually retired, not considering those which 
were defaulted, about trebled. If all obligations had been met on matur- 
ity the increase would have been even greater. For the four states with 
the heaviest debt load, interest in 1932 accounted for about 17 per cent of 
all cost payments, while retirements added the equivalent of about 8 
per cent more, or a total of 24 per cent computed on the basis of cost 
payments. For the states outside the South the corresponding figures 
were 8 per cent for interest and 6 per cent for retirements, or a total of 14 
per cent. With reduced budgets and increased retirements since 1932, 
these two items have assumed increased importance for practically all 
units. 

Another problem created by the debts, which has had its effects upon 
the whole economic life of the South, was the adjustment necessitated 
when the heavy borrowing ended rather suddenly in 1931-32. Table 
III, compiled from figures published in the ‘‘State and Municipal Com- 
pendium’’ of The Commercial and Financial Chronicle, shows the amounts of 





cent compared with gor per cent. On the latter date, however, they contributed only 16 per 
cent of the national expenditures for this purpose, compared with their contribution of 28 
per cent to the disbursements for rural highways by state highway departments. 
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bond sales and retirements by Southern states from 1923 to 1934.'7 These 
figures take no account of interest payments nor of interest and principal 
payments which were defaulted. Interest payments were probably about 
go or 95 million dollars in 1923; they amounted to $202,308,000 in 1932. 

For the years from 1923 to 1930 the excess of bonds sold over bonds 
retired amounted to $2,086,434,150, or an average of $260,804,270 per 
year. We may safely assume that practically all of this sum went into 
capital outlays of some description. Since a very large proportion of 
these bonds were sold outside the South, it is easy to see that a great many 
lines of activity in the South, especially construction, were being stimu- 
lated by this heavy flow of outside funds. Even after allowing for in- 
terest payments there was still an average net inflow of funds through 








TABLE III 
Bonp Sates AND RETIREMENTS IN THE SOUTH, 1923-34* 
YEAR BONDS SOLD BONDS RETIRED NET GAIN OR LOSS 
1923 $2.49,854,926 $37,705,400 +$212,, 149,526 
1924 274,444,073 38,202,025 +236,242,048 
1925 338,879,615 39,838,719 +299 ,040, 896 
1926 345 598,628 44,204,247 +301, 394,381 
1927 429,638,284 53,886,112 +375 57525172 
1928 324,§76,771 62,365,197 +262,211,574 
1929 267,514,506 78,052,990 +189, 461,516 
1930 296,741,937 86,559,900 +210, 182,037 
1931 182,400,754 92,550,510 +89,850,244 
1932 81,320,175 go, 815 ,206 —9,495 ,031 
1933 46,655 , 466 103,174,235 —56,518,769 
1934 7%1414,492 107 ,869,575 —35455»483 














* Source: ‘‘State and Municipal Compendium,” The Commercial and Financial Chronicle. 


these channels of more than one hundred million dollars per year. During 
this period, then, public credit provided funds which accentuated or 
intensified the boom which was experienced in the industrial and financial 
world. 

When, in 1931-32, the net inflow of funds changed to a net outflow, it 
naturally gave rise to many adjustments which had their repercussions 
on the whole economic system. Governmental units had formerly been, 
spending many million dollars more than they received in taxes; now they 
had to collect in taxes many millions more than they spent within their 

17 These figures include only long term bonds sold through the regular financial channels; 


hence they exclude loans placed with agencies of the federal government such as the RFC 
and the PWA. 
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borders. Measured from the peak year, 1927, to the worst year of the 
depression, 1933, the total change from net inflow to net outflow, after 
allowing for interest payments, was between $450,000,000 and $500,000,- 
000, or a figure equal to considerably more than one-third of all govern- 
mental revenue receipts in the South in 1932. 

Interest payments and net bond retirements in 1932 and 1933 probably 
amounted to approximately $210,000,000 and $250,000,000 respectively. 
Since a large part of these sums had to be sent out of the South, this 
situation was an important factor in the depressed conditions here. In 
particular, it accentuated the distress of the banking system. During the 
period of heavy borrowing, governmental units frequently maintained 
considerable bank balances. By 1932 these balances had in most cases 
disappeared, and if the units were able to accumulate any funds (from 
taxes paid within the unit) they had promptly to remit them in payment 
of interest and principal. Such a drain necessarily increased the troubles 
of an already harrassed banking system. 

To show the whole picture, the figures in Table III should be adjusted 
to include the lending operations of the various federal agencies since 
1932. The data on these, however, are not available in the necessary form 
at present. Their effect would be to reduce, and probably eliminate, the 
net losses for the years 1932-34. But they would not be sufficient to off- 
set the large interest payments for these years. And while the new loans 
placed by federal agencies probably had some effect in easing the financial 
strain caused by the outflow of funds, they did nothing, directly, to aid 
the units most in distress. Asa rule, loans were not made to units which 
were in default and had an excessive debt load.!8 

Another effect of the heavy debts was to place a severe handicap on 
governmental units when they came to deal with the financial problems 
arising out of the depression. After 1930, tax collections declined 
sharply at a time when widespread employment created an insistent 
demand for relief funds. Then, more than ever, there was a real need 
for the exercise of public credit to provide emergency funds. But only in 
rare cases was this procedure available to units in the South. While 
other state governments, between June, 1930 and June, 1935, borrowed 
$278,825,011 for relief, Texas, with $16,664,686, was the only Southern 
state to borrow for this purpose.!® 

Since Southern state and local governments could not borrow funds for 
relief, and since their ordinary receipts were quite inadequate to cover 
normal functions and debt service, practically the entire burden of relief 


18 Arthur D. Gayer, Public Works in Prosperity and Depression, p. 121. 
19 Monthly Report of the Federal Emergency Relief Administrator, July, 1935, p. 73- 
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has been shifted to the federal government. On any basis of com- 
parison Southern state and loca! governments have contributed less to 
relief than have comparable units in other sections. Out of a total of 
$381,467,491 spent for relief in Southern states in 1933-34, the federal 
government supplied $346,692,024, or 90.9 per cent, while statcs and 
localities provided $34,775,467, or 9.1 per cent. For the remainder of 
the country, federal funds constituted 63.6 per cent of the total.2° A 
further indication of the importance played by debts in this situation is 
revealed by the fact that in the four states with heaviest debts, federal 
funds amounted to 96.8 per cent of all relief funds. 


vil 


The facts considered in this paper indicate that the problems connected 
with public debts in the South have arisen out of the development of the 
past twenty years. During that time the South increased its debts faster 
than other sections of the country and at a rate which was out of line with 
its increase of wealth and income. As a result the debt burden here is 
now approximately 50 per cent heavier, in relation to wealth and income, 
than in the remainder of the United States. The demand for highways 
and education and the growth of cities were probably the principal causes 
of the heavy borrowing. 

It is probable that the debt policy followed here gave impetus to the 
boom of the twenties and intensified the depression of the past five years. 
The boom was stimulated by the heavy borrowing, mainly from outside 
sources, and the consequent expenditures on capital outlays. The 
depression was made more acute by the stoppage of the various forms of 
capital construction and by the financial adjustments necessitated by the 
change from an era of borrowing to an era of repayment. This practice 
has been contrary to the izequently advanced theory that governmental 
spending, especially for capital outlays, should be so distributed that it 
will tend to offset, rather than accentuate, the swings of the business 
cycle. The validity and feasibility of this theory are still open to ques- 
tion, but the experience of the past ten years in the South demonstrates 
the need for more careful planning and more intelligent control in the 
exercise of public credit. 


20 Ibid., March, 1935, Table 4. 
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In two fields of thought that concern us all, the last few years have 
brought into view the parallel growth of interpretations that are so 
similar as to be almost interchangeable. The economist’s institutionalism 
is the political scientist’s pluralism. The autonomous economic 
individual becomes the corporate employee, or the member of an organ- 
ized association of professional, business, or laboring men. The indi- 
vidual bearer of a mite of the nation’s social judgment, expressing itself in 
democratic government, becomes the individual we know around us: a 
man swayed by inherited prejudices and loyalties, regimented into some 
lump of votes, and using what deserves to be called judgment only on the 
narrow issues that concern him closely. 

That either economic or political individualism ever ruled in freedom 
is a dogma of popular social mysticism; the forerunners of present eco- 
nomic and political controls have been competent if invisible for all the 
centuries since the guilds. It is a sign hopeful for the solution of our 
troubles that we now begin to think in terms that are real, that we study 
and describe the ultimate though plural authorities in our social organiza- 
tion, and prepare the time when we shall directly and openly use eco- 
nomically and socially canalized drives toward popular well-being. 
Such an attempt, though abortive, was the permanent contribution of 
our experience of the NRA. We are back at the age of the guilds, and 
the quicker we make them broadly representative, skilled in negotiation, 
and temperate in character, the quicker we shall have the application of 
organized intelligence to our problems and a collective drive toward their 
solution. 

The economist must be pardoned a last fling of departmental prejudice 
when, bowing to the developed ideas of the political theorist, he asserts 
the governance of economic interests in political association. Loyalties 
other than occupational ones do hold us all, and they express themselves 
vigorously in the complexity of negotiation that makes up modern 
society. Perhaps it is too easy a simplification to brush to one side the 
groupings of religion, of race, of neighborhood, of regional culture, and 
to contend that the linkages of credit, the mutual self-interest of trade 
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associations, and the job ambition of trade unions are the basic sources 
of policy. Correction is in a sense automatic; the business or labor asso- 
ciation that trespasses too hard upon religious or racial sensibilities will 
find itself resisted. On that assumption, neglect of these non-economic 
factors must be permitted. 

The Negro in the South is in the peculiar position of having been almost 
entirely unconsulted in the flow of decision that occurs in his region. 
Disfranchised, he has not had even the indirect and garbled offer of satis- 
fying his interests that goes with politicking. In the few spots where 
he has obtained the vote, three-fourths of the benefit of his “‘power’’ has 
been appropriated by broker-bosses who sold his vote to the Whites. 
Occupationally he was locked in the two jobs least modified from the 
individualist pattern, agriculture and personal service. Steadily White 
people around him have passed into the stage of negotiated economy; he 
has made his way in most of the South little further than from slavery 
into peasantry, or from slavery into the dependence of cropping or servile 
city jobs. 

Exceptions abound, and give the pattern of future achievement. One 
that can not be further discussed is the network of general organization 
built up by the city Negroes. Any powerful White man in any Southern 
city reaches through a chain long or short to the Negroes. You can find 
in upstairs offices the Negro editors, fraternal-society leaders, politicians, 
business men, lawyers, professional men, who gather and focus Negro 
aspiration and interests. More promising still, the Negroes who have 
been called into modern industry, the coal miners, ore miners, iron work- 
ers, and lately the Negroes in plantation agriculture, in lumbering, and 
in some city trades, have been organizing directly into unions to exert 
their pressure in the vital decision-making of their industries on hours 
and wages and conditions. Still more promising, much of this new asso- 
ciation has formed jointly with Whites in the same trades, formed and 
carried through for purposes almost purely economic, but producing an 
incidental series of interrelationships which can do much for lessening 
racial intolerance. The exceptions to the rule of Negro exclusion are 
recent and a part of the South’s advance; it is reasonable to see in them 
the avenue of Negro advance. 

, Southern trade union history contains little of Negro unionism. In- 
‘deed, the Southern trade unionism of the last thirty-odd years has been 
in good measure a protective device for the march of White artisans into 
places held by Negroes. The older seaboard cities of the South were 
served in building, shipping, and railroading mainly by Negro labor. 
Skilled Negroes in these cities had organization of a kind in the period of 
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the Knights of Labor, and kept or revived it in later decades. The years 
since the go's have seen White workers in the older cities steadily climbing 
into Negro jobs. Whites got the street railways from the first; on the 
steam railroads they have been slowly displacing Negro firemen, switch- 
men and shop workers; and Negro building trades work is by this time 
almost vestigial. Hotel service and barbering have been increasingly 
White. Whites, of course, had the printing, and printing and building 
have been the backbone of Scuthern trade unionism. The typical city 
central labor body of Mobile or Savannah or Columbia or New Orleans or 
Richmond was a delegate meeting of White men drawn from White locals, 
jealous of every skilled place held by Negroes. The occasional Negro 
local that still held its craft was tolerated, but seldom assisted. Un- 
skilled men, White or Black, appeared only in the infrequent waves of 
organization that reached down to stevedores, fertilizer workers, or 
factory people. Even when organized, the unskilled were considered 
by most trade unionists to be bad risks for union money. 

In the newer Piedmont cities the proportion of Whites to Negroes was 
much greater than in the seaboard. The factory industries from the first 
used White labor almost entirely; the few Negroes in the cotton mills 
had lowly jobs, lived apart from the Whites, and were excluded bitterly 
from whatever plans the Whites made for their own advance. The 
exceptions were the tobacco factories of Virginia and North Carolina 
and the mining and metal industries of the lower end of the Appalachian 
chain, mostly in Alabama. Tobacco labor is so largely female labor that 
it is unusually difficult to organize, and trade unions have scarcely reached 
the Negroes init. But with coal and ore mining, and with iron working, 
heavy manual labor is performed on much the same terms by Negro and 
White men; and in these industries the two have organized together. 
Other examples of recent Negro unionism can be found in longshore 
labor, in cement plants, sawmills, oil mills, creosote wcrk, aluminum 
mining, railroad road and shop service, garment factories, laundries, 
building service, and tenant farming. 

An example of this new growth of Negro organization in the South 
may be cited from the Alabama mineral area. This region has used Negro 
labor more importantly than any other Southern industrial region. Of 
twenty-two thousand coal miners, some twelve thousand are Negroes; of 
two thousand five hundred iron ore miners, nearly two thousand are 
Black; and of perhaps twelve thousand furnace men and iron and steel 
workers, some six thousand are Negroes. Three or four ccunties contain 
nearly all of these industrial workers. Until the union boom of 1933-34, 
trade unionsim had hardly scratched this concentration of heavy labor. 
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The coal miners had been organized in 1907 and 1908, and again in the war 
and early post war years, and each time the unions had been broken to the 
accompaniment of a press campaign that urged destruction of organiza- 
tion on the grounds that it fostered social equality between the races. 
Any Southerner knows the meaning of such a paragraph as this from a 
Birmingham newspaper during the 1920 agitation: 


The Corona Coal Company and go per cent of all the coal companies in Alabama have 
expressed determination never to recognize the miners’ union, and this the public must know. 
The companies are strongly fortified by the righteousness of their cause, and are strongly able 
to withstand the pressure of suspension, to fight for their property right on high social, 
moral, and legal grounds, ane will never yield to the dictates of the United Mine Workers of 
America and their paid agitators. (Age-Herald, July 23, 1920.) 


The iron miners, the smelters and the steel and iron workers have had 
practically no organization at any time. 

The passage of the NIRA, with its famous clause on the right of organi- 
zation, and the boomlet that came with the Act, found the Alabama 
mineral area in the multiple distresses of dead mines and closed mills. 
Alabama had counted her depression from 1928. The grind of the long 
period of poverty had definitely affected racial attitudes. It is generally 
said in Birmingham that the A. F. of L. organizing campaign of 1930, 
which had its headquarters in the city, failed in large part because the 
Ku Klux Klan forbade Whites to organize with Negroes. Yet in 1933 
the labozi population of the district showed little trace of the attitude 
of three ye. « before; when unionism was thought to be protected, Whites 
and Blacks came in together with startling rapidity. 

In a period of five or six months the United Mine Workers drew in 
twenty thousand coal miners, nearly all of them meeting in mixed locals. 
The ore miners organized perhaps seventy-five per cent, each of the seven 
or eight locals having membership from both races. Smelters and other 
blast-furnace men hung back, partly because the government failed 
wretchedly in its guarantee of collective bargaining to the first group 
of furnace-men who organized and struck. The iron workers in pipe 
shops and foundries came in slowly but in most cases used mixed unions. 
Steel protected itself with company unions and within a few months had 
reduced the membership in the Amalgamated Association of Iron, Steel 
and Tin Workers from a couple of thousand to a few hundreds. The 
Amalgamated used joint Negro and White unionism; the company union 
was strictly segregational. Along with the wave of organizatior in the 
heavy industries went a similar wave in the city trades: Negro hotel 
workers, janitors, laundry workers, greenhouse workers, meat packers, 
hod-carriers, and a few domestic servants, unemployed men, and farm 
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laborers joined all-Negro locals that totaled several thousand members. 
All told, Birmingham and its immediate surrounding district built up 
in a few months a Negro trade union membership of some thirty thousand, 
of whom about eighteen thousand were meeting in the same locals with 
Whites. Similar mixed unionism appeared elsewhere in the mineral 
region, at Anniston, Gadsden, and Rome, and in quarries, gravel pits, 
by-product plants, and in other scattered laboring occupations. Mean- 
while, White unionism expanded from a few thousands to another thirty- 
odd thousand. 

The conduct of the mixed meetings is a most interesting study in shift- 
ing patterns of behavior. Neither race shows distaste for being present 
together in the same hall, but each preserves a plain if unspoken racial 
distance. Almost without exception the two races sit in segregated parts 
of the hall, usually on opposite sides of a central aisle. Quickly the 
custom was established of having a White president, a Negro vice- 
president, a White secretary and treasurer, and minor offices nearly all 
Negro. Some locals have Negro secretaries; one conscientiously tried 
three successive Negroes as recording secretary but was unable to get a 
man with sufficient education to enable him to keep and read the minutes 
in a way that would hold the attention of the membership. The typical 
meeting begins with a hymn, sung as Negroes sing them in their own 
churches, and accompanied by polite lip movements on the part of Whites 
incapable of the intonations of the Negroes. Then prayer, then business. 
The Whites run through the business, calling occasionally on a Negro 
for his views, but obviously themselves doing the work of the meeting. 
The Negroes listen intently, watching attitudes and emotions as much 
as words. When the immediate business is over they shove up an oc- 
casional spokesman to make some general point. It is plain that the 
real business of finding a common program for the two groups is done 
outside the meeting, at private conferences between leaders of the Negroes 
and leaders of the Whites. The ablest Negroes are frequent in attendance 
at the union offices, and they may be visited every now and then on their 
front porches by a White union officer. In the meetings, whatever might 
make for aroused racial prejudice is carefully excluded. Nevertheless, 
much of the traditional discrimination remains. Negroes are never 
Mister, and are seldom Brother, when White men are either; and when 
the meeting is over, Black and White go their separate ways from the 
foot of the hall staircase. But the Negroes do not protest the absence 
of marks of social recognition; they agree with the Whites that the union 
is an association for economic purposes only; it is, as is sometimes said, 
not an attempt on anybody’s part to get social equality, but an attempt 
to get the “‘social dad-blamed dollar.”’ 
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An instance where Negro participation in trade union representation 
has been less complete but still important occurs in the railroad shops. 
Negroes have on some lines in the South broken two or more shop strikes. 
They do unskilled work, and they are semi-skilled helpers to White 
craftsmen. The White machinist, boiler-makers, car repairmen and 
others absolutely forbid Negro membership. The injustice is severe, 
since a great many Negroes, by years of service as helpers, acquire the 
skill needed for craftsmen’s work, but cannot be promoted to the better 
wages they are capable of earning. The resource of trained help has been 
used by the roads, with results embittering to racial feeling in the shops. 
A similar situation obtains in railroad firemen’s work, where the Negro 
cannot become an engineer, though it cannot be argued that Negroes do 
not acquire the skill and responsibility for engineers’ work. In the shops 
in the South the craftsmen alone have been organized in the regular unions 
(though an occasional company union has included the unskilled in 
separate units), with a consequent denial to the Negroes of representation 
in the elaborate bargaining that obtains on the roads. During the 1933- 
34 wave of organization a compromise was effected whereby an existing 
union of Stationary Firemen and Oilers was expanded in the shops to 
include unskilled Whites, unskilled Negroes, and Negro helpers, in a 
single local at each shop. Bargaining is still indirect, the union com- 
mittee being White, and the helpers being spoken for by the White 
officers of their appropriate crafts, but appeal may be had through the 
system federation of craft unions when a Negro group feels itself unjustly 
dealt with. The new locals involve mixed unionism. They have spread 
generally throughout the shops in the South. 

The Birmingham movement and the increase of Negro unionism in the 
railroad shops are the two most impressive examples in Southern industry. 
The softening of racial lines before economic necessity has occurred else- 
where, though less completely. Some Negro tobacco factory workers 
have been organized into separate Negro locals; a few cotton mill locals 
have drawn the Negro minorities directly into the White meetings; the 
hundred or more Negro workers at an East Tennessee aluminum plant 
were included in a large mixed union; the dock workers’ union, Negro 
and White, has revived; garment factories at two or three points have 
formed separate Negro and White locals; laundry workers have organized 
in separate though closely tied units; Negro building-trades workers have 
re-formed; and Negro road and station employees on the railways have 
greatly strengthened their union. 

In spite of these scattered gains, it cannot be said that the Southern 
trade union movement has generally opened its ranks to Negro member- 
ship. It has permitted or encouraged the formation of local unions of 








32 GEORGE SINCLAIR MITCHELL 


an industrial, as distinct from a craft, character; it has in most places 
admitted a few Negro delegates to city and state council or federation 
meetings, but it has in only a very few instances definitely admitted 
Negroes to unions formerly closed to them. 

It is plain from the Birmingham experience that the pressure which 
induces White workers to join with the Negroes is economic competition. 
Mixed or joint unionism has been used almost exclusively in occupations 
where the two races do similar work and where the Negroes are actually 
or potentially a large part of the labor force. In coal mining and ore 
mining Negroes and Whites do identical work, in foundries many Whites 
do the same work that Negroes do, in the railroad shops the Negro 
helpers can quickly be substituted for White craftsmen. In steel, on the 
contrary, where great numbers of Negroes are used, they do work gen- 
erally recognized as distinctively ‘‘Negro work,’’ while the Whites are 
grouped heavily in skilled and highly paid positions from which Negroes 
are barred. It may be expected, therefore, that mixed Negro and White 
unionism will for the immediate future be confined to the heavy industries 
and the railroads, with scattered combinations in city trades where the 
Negro population is large and industry of some kind is well developed. 
Whatever of interracial good will is generated in the movement does not 
spread rapidly or with sufficient force to bring White working people 
who can organize effectively without the Negroes to include in their 
unions small Negro minorities. 

The good will which is generated has its roots in the economic rela- 
tionship. The Whites recognize the necessity of holding the Negroes 
with them for bargaining purposes. The evidence of Negro assent and 
the sine qua non of success is dues. Union Negroes pay dues well when 
they believe they are by way of being benefited. They press in and out 
of the union for tangible gains. The first push is for wage increases in 
general. Later this is apt to be refined into a push for wage rises dis- 
proportionately high for the unskilled Negroes as against the skilled 
Whites. Again, Negro membership has been known to fall away almost 
overnight when White officials of a mixed union failed to protect as 
Negro work some coveted job just fallen or given to a White. Lastly, 
it is natural to suppose that Negro trade unionists will in time require 
as the price of their adherence the opening of skilled places to them- 
selves. It is in these two gains—in better general wages and better op- 
portunities for the ambitious—that most is to be expected in the way of 
Negro advance. Considering the ceiling fixed to Negro promotion in 
his every trade, the wonder is not that he is called shiftless, but that he 
has preserved or built for himself self-respect and hope. 
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One further gain should be mentioned. White persons in considerable 
numbers for the first time become acquainted with the problems and 
personalities of Negroes with whom they have worked. In many in- 
stances White members of mixed trade unions have voiced their surprise 
in learning of the character and ability of Negroes with whom they have 
become associated through the union. This structure of interracial ac- 
quaintance at the bottom is complemented by the more intimate asso- 
ciation of the leaders of both groups in a local trade union movement. 
From such a double network of friendly understanding much may be 
hoped for in lessening the drag to progress of interracial violence and 
mutual fear. 

Space does not permit more than the merest mention of the parallel 
success of agricultural Negro and White labor organization. The South’s 
racial problem is still in the main rural, and the spread through the Delta 
and black-belt areas of organized labor activity, much of it interracial 


in character, is at least as promising as the similar industrial movement. . 


Mixed trade unionism has its dangers. Many White workingmen hold 
to the old view and look with contempt on other Whites who attend the 
mixed meetings. The union meetings furnish opportunities for conflict 
as well as for conciliation; some accidental or conspired overstepping of 
the bounds of what the Whites will permit could cause a local explosion 
of prejudice more violent than usual. In strikes, especially, it takes 
careful arrangement to prevent the occurrence of a situation where a 
Negro picket will be barring a White strike-breaker from work. A 
White man so barred is not of a gentle temper at the time or afterwards. 
No gain without arisk. It seems to be established that mixed unions can 
conduct themselves smoothly and advantageously in the complicated 
tensions of Southern society. 
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I 


Despite a common impression to the contrary, there is little distinctly 
novel in recent proposals to utilize public expenditure to mitigate the 
hardships of depression. More than a century ago Malthus suggested 
in his Principles ‘‘that the employment of the poor in roads and public 
‘rorks . . . [is] the means most within our power and most directly 
calculated to remedy the evils arising from . . . disturbance in the 
balance of produce and consumption.’ In fact, relief works have long 
been used in Great Britain and in other countries to employ labor that 
would otherwise require maintenance out of public funds. 

In the past three decades more attention has been given to the possible 
use of public expenditure to minimize cyclical fluctuations in employment 
and production. The minority report of the Royal Commission on the 
Poor Laws, 1909, devoted a section to the suggestion of Dr. A. L. Bowley 
that employment be regularized by the proper apportionment of public 
expenditure in good and bad times. Similar proposals to concentrate 
public expenditure in periods of depression were made by the New York 
Mayor’s Committee on Unemployment, 1916, and by the President's 
Conference on Unemployment, 1923. In these plans the purpose has 
been to transfer part of the excess demand for labor in prosperity, so far 
as it consists of expenditure on public works, to supplement the deficient 
demand for labor in depression.! 

More recently the regulation of public expenditure has been proposed 
as an instrument of monetary policy by economists who regard depression 
as a period in which expenditure is insufficient to purchase the goods 
offered for sale at prices that will induce business men to offer full em- 
ployment to the factors of production. This is the view implicit in the 
proposals of Keynes, Martin, Foster and Catchings, and to some extent 


1 For a brief history of proposals and measures of this kind, see A. D. Gayer, Public Works 
in Prosperity and Depression, Chap. I. 
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Pigou.? The emphasis, it should be noted, is not on the direct em- 
ployment of labor on public projects, but on the indirect demand for 
labor and other factors of production that is created by the maintenance 
of profitable prices through public expenditure. To determine the magni- 
tude of the direct and indirect effects of public expenditure on prices, 
production, and the national income, it is necessary to consider briefly 
the relationship of money to prices and the national income. 


II 


The total quantity of money in a country consists of lawful money, 
the coins and notes issued by government or by central banks, and deposit 
money, the demand deposits of commercial banks. This money may be 
classified into balances held by consumers to finance consumption, and 
balances held by business men to finance production. Consumers and 
business men hold cash balances because receipts and payments do not 
coincide, because time must elaspse between receiving and paying money, 
and because funds are accumulated in anticipation of expenditure. 

The quantity of lawful money that consumers and business men in this 
country normally hold in their cash balances is approximately one- 
sixteenth of the national income. The quantity of deposit money they 
normally hold is approximately one-fourth of the national income. If 
no distinction is made between deposit money and lawful money, the 
cash balances in this country tend to be approximately one-third of the 
national income under ordinary conditions. In time of depression and 
falling prices cash balances are a somewhat larger proportion of the na- 
tional income than in time of prosperity and rising prices. 

The cash balances of consumers when spent flow to business men in 
payment for goods and securities, and become business balances. The 
cash balances of business men when used to hire the factors of production 
become consumers’ balances, and when used to purchase materials of 
production from other business men are transferred to other business 
balances. Ultimately the expenditure on materials is also paid out as 
income to the factors of production and becomes consumers’ balances. 
The flow of funds from business men to consumers (income), and from 
consumers to business men (expenditure), is a continuous flow. On the 
average, each unit of money in this country normally enters into income 
approximately three times each year, and this may be called the income 
velocity of money. Clearly, the income velocity of money is the inverse 

2J. M. Keynes, The Means to Prosperity; P. W. Martin, Maintaining Purchasing Power; W.T. 


Foster and W. Catchings, The Road to Plenty; A. C. Pigou, The Economics of Welfare, Industrial 
Fluctuations, and The Theory of Unemployment. 
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of the fraction of the national income that consumers and business men 
hold in their cash balances. 

The national income in terms of money is not constant from year to 
year because neither the quantity of money nor the income velocity of 
money is constant. The quantity of money may be increased or decreased 
in various ways: by the purchase or sale of gold and silver by the treasury; 
by the purchase or sale of securities and other assets by the central banks; 
by expenditure or receipts of the federal government paid from or into 
funds in the treasury or the central banks; and by the purchase or sale 
of assets by commercial banks. The volume of assets held by banks de- 
pends in large part on the demand for funds by business men, and this in 
turn depends on opportunities for profitable use of funds in production. 
With given methods of production and given rates of remuneration, the 
profitability of business will vary with the price level. Changes in the 
quantity of money during short periods are therefore determined in large 
part by prospective changes in prices. 

The income velocity of money can be altered only through a change 
in the proportion of the national income that consumers and business 
men hold in their cash balances. Thus, if consumers hold smaller bal- 
ances because credit is available for the purchase of consumption goods, 
or if greater integration of business diminishes the volume of inter- 
business payments and business balances, the income velocity of money 
will be increased.* The income velocity of money may also change 
because the net advantages of holding money relative to using money in 
consumption and production have changed. If consumers expect the 
prices of goods or securities to rise or fall, there will be a preference for 
smaller or larger cash balances relative to incomes; and similarly, if 
business men expect production to become more or less profitable, there 
will be a preference for smaller or larger cash balances relative to the 
volume of business done. As the profitability of production in the short 
run depends in part on prices, the income velocity, as well as the quantity 
of money, tends to fluctuate with the price level—increasing with higher 
prices and decreasing with lower prices. 

In short periods the quantity of money and the income velocity of 
money may increase or decrease because business men find it more or less 
profitable to engage in production. That is to say, every change in prices 
relative to the expenses of production, including the normal earnings of 
business men, tends to bring about a similar change in the employment 
and income of the factors of production. The extent to which production 


3 Cf. what D. H. Robertson writes on this point, Economica, 1933, pp- 243-244. 
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responds to changes in profits depends on the elasticity of business men’s 
demand for the factors of production. 

Obviously, the elasticity of demand for the factors of production is 
not the same for all business men and at all times. In general, the elas- 
ticity of demand for the factors of production varies inversely with the 
share of business men in the value of the joint product—the greater the 
share of business men, the less elastic is their demand for the factors of 
production.* In old enterprises, where business men are already com- 
mitted to certain expenses of production, the elasticity of demand for 
complementary factors of production is not likely to be large. In such 
enterprises production tends to be carried on to the point where the 
marginal prime costs are equal to the marginal increment of receipts; 
and production is not likely to expand or contract very much with moder- 
ate changes in the profitability of production. On the other hand, the 
elasticity of demand for the factors of production is likely to be large in 
new enterprises, for business men will not invest in capital goods, pur- 
chase raw materials, and employ labor, if the price level is so far below 
the expense level as to reduce their net incomes considerably below their 
normal business earnings. 

It should be noted that in short periods the employment of the factors 
of production in new enterprises is not large relative to their employment 
in old enterprises. As time goes on and the capital equipment of old 
enterprises must be replaced, the attitude of business men toward such 
replacements is similar to their attitude toward new enterprises. It 
therefore follows that the elasticity of demand for the factors of produc- 
tion is greater in the long run than in the short run. If the average 
elasticity of demand for the factors of production in new and in old enter- 
prises is approximately —3 in a period of intermediate length, say two 
years, an excess of expenses over prices that continues for two years will 
diminish the national income by three times the percentage by which the 
expense level exceeds the price level.® 

Once a deficiency in the price level relative to the expense level emerges, 
the volume of production and the income of the community must begin to 
decline, and they are likely to continue to decline so long as the disparity 
between prices and expenses persists. In the early stages of inequality of 


‘4 This is in accord with the theory of elasticity of derived demand for two or more com- 
modities for which there is a joint demand. In general, the derived demand for a jointly 
demanded commodity is more or less elastic the greater or smaller is the proportion that its 
price bears to the value of the joint use 

5 A consideration of the elasticity of demand for labor with conclusions not different from 
the above may be found in A. C. Pigou, The Theory of Unemployment, and in P. H. Douglas, 
The Theory of Wages. 








38 E. M. BERNSTEIN 


prices and expenses the fall in the national income may be halted by a 
moderate reduction in the expense level. After the disparity has con- 
tinued for some time, it becomes more difficult to restore equality of 
prices and expenses through a reduction in the latter. Under such con- 
ditions prices can be raised to the level of expenses only by an increase in 
expenditure from outside the income flow dependent on production—say, 
by increased expenditure from abroad or by increased government expend- 
iture. : 

If the attitude of business men toward government expenditure is not 
unfavorable, an increase in government expenditure is likely to raise the 
price level and to diminish the disparity between prices and expenses. 
How great the effect will be on prices, and ultimately on production and 
the national income, depends on the manner in which the expenditure is 
financed, and on the psychological attitude of business men. In this 
discussion it will be assumed that the attitude of business men toward 
increased government expenditure is neutral, that is, business men are not 
induced to increase or decrease their hirings of the factors of production 
in anticipation of the effect of government expenditure on prices in the 
immediate future or on expenses of production in the more dis: .nt future. 


Ill 


When a government increases public expenditure to raise prices, and to 
increase production and the national income, the funds may be acquired 
in various ways: by the issue of lawful money by the treasury, by taxa- 
tion, by borrowing from savers, and by borrowing from banks. The 
effect of public expenditure is likely to be different for each of these 
methods of providing the necessary funds. 

The direct creation of lawful money by the government would prob- 
ably have the most immediate effect on prices, for it would lead to an 
expectation of continued issues of lawful money with a large rise in prices 
in the near future. To avoid a loss in the purchasing power of their cash 
balances, consumers and business men would increase their current rate 
of expenditure, and would bring about an almost immediate rise in the 
price level. Nevertheless, governments are not likely to provide them- 
selves with funds in this manner, for there is a firm and long established 
Opposition among most people to such issues of money except in time of 
war. 

When funds for public expenditure during depression are raised by taxa- 
tion, the effect on prices, production, and the national income will depend 
on the nature of the tax. A tax on production, by increasing the expense 
level, cannot diminish the disparity between prices and expenses. On the 
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contrary, as the tax necessarily increases costs, and as all of the tax receipts 
may not be expended in purchasing goods and services, the probability 
is that taxation of this kind is conducive to further contraction of pro- 
duction and the national income. A tax on net incomes is not open to 
this objection. Such taxes when paid by the rich are probably accom- 
panied by a decrease in saving rather than a decrease in consumption. 
The total expenditure of the community is therefore likely to be larger 
than it would otherwise be. Prices will probably rise, and with an 
increased income velocity of money, the volume of production and the 
national income will be increased correspondingly. However, the decline 
in large incomes during depression makes it unlikely that a large sum for 
public expenditure can be raised quickly in this manner. While taxes on 
net incomes may be desirable as part of a plan to increase public expendi- 
ture during depression, they cannot be made the sole source of funds if a 
considerable effort is to be made to increase prices, production, and the 
national income. 

A large program of public expenditure during depression must be 
financed by borrowing. With the diminution of new corporate financing 
because of the decline of investment in new enterprises, a part of the 
income of the community is saved and not invested during depression. 
Public borrowing may transfer these uninvested funds from savers to tae 
government, and with their expenditure there will be an increase in the 
income velocity of money, and consequently in production and the 
national income. If the amount by which public expenditure must be 
increased is moderate, the greater part of the funds may be acquired from 
savers. To maintain an easy capital market that will exert downward 
pressure on the long term interest rate, it may be desirable to depend on 
banks for at least part of the funds for public expenditure during depres- 
sion. 

In severe depressions, loans from banks, including the central banks, 
must be the principal source of funds for additional government expendi- 
ture. Under certain conditions funds may not be available for loans from 
commercial banks. A large withdrawal of deposits in gold standard 
countries may have so depleted banking reserves as to make impossible 
government borrowing from commercial banks. Government borrowing 
must then be from central banks in large part. On the other hand, if 
depression has been accompanied by repayment of bank loans by business 
men, banks will be eager to make loans to the government. Under any 
circumstances, funds acquired from commercial banks should not exhaust 
their reserves, for it is desirable that some possibility of expansion should 
remain when commercial banks are called on to finance business men’s 
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borrowings for new enterprises. When funds for.public expenditure are 
raised by borrowing from banks, the quantity of money in the community 
is increased, and if no diminution takes place in the income velocity of 
money, prices, production, and the national income must be increased. 

In considering the probable effect of additional government expenditure 
it will be assumed that the attitude of business men toward such expendi- 
ture is neutral, that the country is not on the gold standard, and that the 
funds for this purpose are acquired by borrowing from banks. Suppose 
the government undertakes an initial program of spending one billion 
dollars on public works. The funds will be paid out to laborers for work 
and to business men for materials. Of the funds paid to laborers, a small 
part will be used to provide them with cash balances, more will be paid 
to business men on debts, and the largest part will be paid to business men 
in the purchase of goods for final use. Nearly the whole of the govern- 
ment expenditure will thus come to business men in one form or another. 
Business men in turn may use the funds in three ways: to add to their cash 
balances, to repay bank debts, and to finance additional production. If 
cash balances are increased, the larger quantity of money is offset by the 
smaller income velocity of money; if bank debts are repaid, the increased 
quantity of money resulting from government expenditure is cancelled 
by the repayment of loans by business men. However, if business men 
are under pressure to repay bank loans, additional government expendi- 
ture enables them to do this without further depressing the price level, 
and inducing still greater contraction of production and the national 
income. Only that part of the government expenditure that business 
men use to finance additional production has a positive effect on the 
national income. In general, if depression has been severe, the positive 
effect of the first billion dollars of additional government expenditure in a 
country like the United States cannot be large. 

An expenditure of a second and third billion dollars is more likely to 
have a large positive effect on prices, production, and the national income. 
Workers will not be accumulating cash balances, or business men repay- 
ing bank debts to the same extent. And it is not likely that business 
men and consumers will permit cash balances to be built up without 
using them in production and consumption, particularly as prices will be 
rising. The greater part of a second and third billion dollars of expendi- 
ture is likely to constitute a net addition to the quantity of money in this 
country, even during a severe depression. If prices have risen to a con- 
siderable extent the income velocity of money will also be increased. 
Every subsequent government expenditure should have a larger positive 
effect in increasing the quantity and the income velocity of money. 
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Assuming an income velocity of three under normal conditions, it is likely 
that later expenditures on public works will increase the national income 
by nearly three times the amount of these expenditures. If the effect is 
not so favorable, it must be because the deficiency in the price level rela- 
tive to the expense level is great, in which case an enlarged public expendi- 
ture would be fully effective, or because the psychological attitude of 
business men is unfavorable to the use of government expenditure in 
d2pression. 

If positive effects result from government expenditure, the national 
income will continue to be higher even after additional government spend- 
ing has stopped. The reason for this is that the quantity and the income 
velocity of money will have been increased by the policy of public expendi- 
ture. It must be noted, however, that the increase in the quantity of 
money through government borrowing may diminish bank reserves and 
limit the quantity of deposit money that commercial banks can create to 
meet the demands of business men. When banks begin to limit their 
loans to business men, the creation of deposit money for the government 
becomes an alternative to the creation of deposit money for business men, 
and additional government expenditure no longer maintains the national 
income at a level higher than it would otherwise be. It is assumed, of 
course, that the existing volume of bank reserves will permit the creation 
of sufficient money to employ all the available factors of production. If 
bank reserves are too small for this purpose, central banks must provide 
sufficient credit to supply commercial banks with the necessary volume of 
reserves.® 

If the national income in terms of money is increased by three times the 
amount of later public expenditure, how much of this increased income, 
it may be asked, will reflect increased production, and how much will 
reflect increased prices? It has been argued by many economists that 
with a large volume of unemployed resources the effect of public expendi- 
ture will be manifested almost entirely in increased production. Neither 
theoretical nor statistical analysis confirms this view. Because agricul- 
tural production is largely independent of prices in short periods, public 
expenditure will tend to increase agricultural prices without increasing 
agricultural production. In industry, the effect is likely to be greater 
on production than on prices. In industries with rigid prices, business 
men will probably increase output at the same price level. In other 


6 A brief analysis of the effect of public expenditure along these lines is given in a note in 
my Money and the Economic System, p. 389. A.D. Gayer suggests a similar analysis in a note in 
Monetary Policy and Economic Stabilization, p. 223; J. M. Clark in the American Economic Review, 
March, 1935, writes of the aggregate effect of public expenditure. 
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industries, output will be increased only with a rise in prices. Assuming 
an elasticity of demand for the factors of production of not less than 
—2 or more than —3, two-thirds to three-quarters of the increased in- 
come from industrial production would represent a larger output, while 
one-third to one-quarter of the increased income from industrial produc- 
tion would represent higher prices. The statistical analysis in a later 
part of this paper seems to bear out this deduction. 

In gold standard countries, government expenditure may not have so 
large a positive effect on prices, production, and the national income, for 
the money created by government expenditure may be diminished not 
only by the repayment of bank loans, but by the export of gold to pay for 
greater purchases of imported goods. If a policy of public expenditure is 
persistently maintained by a gold standard country without regard to the 
public expenditure policy of other gold standard countries, it may ulti- 
mately be compelled to abandon the gold standard. These repercussions 
of public expenditure in gold standard countries may be avoided in part, 
but not wholly, by high tariffs on imported goods.’ 


IV 


It has been assumed hitherto that the psychological attitude of business 
men toward government expenditure is neutral: that is, the employment 
of the factors of production is determined solely by the prevailing rela- 
tionship of the price level and the expense level. More specifically, it is 
assumed that business men do not increase or decrease the current employ- 
ment of the factors of production in anticipation of the higher price level 
or the higher expense level that may result from government expenditure. 
In fact, the attitude of business men is not likely to be completely neutral, 
for all will be influenced in their production plans by the possibility of a 
rise in prices in the immediate future and the possibility of a rise in ex- 
penses in the more distant future. Clearly enough, the policy of public 
expenditure should be carried out in such a way as to induce a favorable 
attitude on the part of business men. 

When the attitude of business men toward public expenditure in depres- 
sion is unfavorable, the reason is that it is believed that such a policy must 
result in a larger tax bill and a higher expense level than would otherwise 
prevail. While this may be true, it need not be true. If public expendi- 
ture is properly planned, the total cost of providing government services 
over a long period of time should not be increased. On the contrary, if 
the projects are undertaken to a great extent in low price periods, and the 


7 The analysis of J. M. Keynes in The Means to Prosperity seems to me to be particularly 
applicable to gold standard countries. 

















ete tte 





PUBLIC EXPENDITURE AND NATIONAL INCOME RB 


funds are borrowed in low interest periods, the actual cost to the commu- 
nity in terms of money may be lower than it would be if public projects 
were undertaken in the usual way, without regard to their effect on prices, 
production, and the national income. Economy in the administration of 
public expenditure is likely to induce a favorable attitude on the part of 
business men toward this policy. 

There is another sense in which public works expenditure during depres- 
sion may be regarded as an economical means of providing the community 
with necessary public facilities. It is inconceivable that the unemployed 
can be denied the aid necessary to maintain them on a subsistence level 
during depression. Some expenditure for this purpose must be made. 
It would seem to be economical, therefore, to increase the outlay some- 
what and to secure in return the construction of necessary public works. 
So long as productive resources are unused, there can be no large real cost 
in employing them on public projects.*® 

It is sometime argued that even when the psychological attitude of 
business men is not unfavorable, public expenditure in depression is unde- 
sirable and impedes recovery. A depression, it is said, is an indication 
that the real rates of remuneration of the factors of production are exces- 
sive, and that a downward revision in these rates is a necessary prelude 
to the re-establishment of economic equilibrium. If the government 
undertakes a large program of public expenditure, its entrance into the 
capital market and the money market as a borrower, and into the labor 
market as an employer, must prevent or at least delay the necessary read- 
justments in interest and wage rates. 

The contention is worthy of serious consideration. If the government 
were to undertake to pay prevailing wages and to offer work to all the 
unemployed at such rates, there can be no question that rigidity in the 
wage structure might be so increased as to delay recovery. Actually, the 
government does not undertake to offer full employment or to pay pre- 
vailing wages. A program of public expenditure may increase somewhat 
the rigidity of wages, but it does not remove entirely the pressure exerted 
toward a lower wage level. Generally, the earnings on public works 
projects are not sufficiently attractive to prevent coatinued revision of 
wage rates. In this country, where wages are flexible within a moderate 
range, there can be no valid objection, on the ground of increasing wage 
rigidity, to the use of public expenditure to raise prices to a level at which 
revised wage rates would make continued investment in new enterprises 
attractive. 

Similarly, it is doubtful whether the borrowings of the government can 


8 Cf. A.C. Pigou, Economics in Practice, lecture II on ‘‘Economy and Waste.” 
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have the effect of maintaining excessively high interest rates. The rate 
paid by the government is regarded by many lenders as a standard by 
which the adequacy of rates paid by other borrowers may be tested. In 
time of depression, the government becomes a borrower on very favorable 
terms. The impression created by the very low rates at which the 
government borrows for short periods, and the moderately low rates at 
which it borrows for long periods, may bring about a general lowering of 
interest rates expected by savers and by banks. It would be desirable, of 
course, to have the government apportion its borrowing in such a way as 
to leave sufficient funds in the hands of savers and commercial banks to 
continue the downward pressure in the capital and money markets. 

It is also argued that extensive public expenditure, especially for public 
works, must prevent the necessary readjustment in the prices of steel, 
cement, and other construction materials. The rigidity of some prices in 
the past few years, despite the large and continued decline in production, 
would seem to indicate that flexibility in the prices of such commodities 
cannot be attained by increased exertion of economic pressure. Govern- 
ment expenditure cannot increase the rigidity of prices already com- 
pletely rigid. The problem of unwarranted and undesirable rigidity in 
the prices of particular commodities is not to be solved by encouraging a 
cumulative decline in business. 


Vv 


The theoretical analysis indicates that if conditions 2*e not unfavorable, 
government expenditure during depression should result in higher prices, 
increased production, and an enlarged national income. The price rise 
should be highest in agriculture, the production increase should be 
greatest for industry, and the rise in industrial production should be from 
two to three times as great as the increase in industrial prices. It is 
difficult to determine with accuracy how far these expectations have in 
fact been realized through the expenditure program of the administration. 
The available statistical data on these points are of great interest. 

The tremendous rise in agricultural prices since 1932, shown in Table I, 
is due to the monetary, the agricultural, and the public expenditure 
policies of the administration. The rise in the second half of 1933, 18 
per cent of the 1932 level, is an indication of the influence of exchange 
depreciation on agricultural prices. The greater part of the rise in 
agricultural prices in 1934 and 1935 must be attributed to the restriction of 
agricultural production and the recovery in industrial production in these 
years. It is quite certain that directly and indirectly the policy of public 
expenditure has been an important factor in the rise of agricultural prices. 
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The rise in industrial prices, as would be expected, has been relatively 
moderate; but nearly the whole of the rise in industrial prices is attribut- 
able to the policy of public expenditure. 








TABLE I F 
Prices AND PropucTION IN THE UnitTep States, 1933 TO 1935* 
veux | qoarren | Acucmmmmat | moet | moors, | moor 
1933 1st 87.3 94-5 97-9 92-5 
and 102.2 95-3 123.4 117.6 
3rd 120.7 105 .6 141.1 149.0 
4th 116.0 110.1 114.1 125.6 
1934 Ist 125.3 111.8 129.7 145.0 
and 126.2 I11.9 135-9 152.1 
3rd 143.6 111.6 114.0 127.2 
4th 147-5 III.1 118.2 131.3 
1935 1st 162.4 110.3 140.6 155-1 
2nd 165.4 110.5 136.4 150.7 
3rd 163.0 III.0 134.4 149.2 
4th 161.8 112.3 150.9 165.5 




















* Annual average for 1932 = 100 for all indices. 

¢ Computed from Bureau of Labor Statistics index number of prices of farm products. 

¢ Computed from Bureau of Labor Statistics index number of prices of building materials, 
chemicals and drugs, fuel and lighting, hides and leather goods, home furnishings, metals 
and metal products, textile products, and miscellaneous goods. 

§ Computed from Federal Reserve Board index of industrial production. 

{] Industrial income produced, computed by applying industrial prices to the volume of 
industrial production. 








TABLE II 
Income Propucep 1N THE Unirep STatEs, 1932 TO 1935 
YEAR INCOME* INDEX 
1932 $39,545 million 100.0 
1933 41,889 million 106.1 
1934 48,561 million 122.8 
1935 55,700 million 140.9 








* Estimates for 1932 to 1934 are those of Dr. R. R. Nathan in the Survey of Current Business, 
November, 1935. The estimate for 1935 is computed on the basis of changes in prices and 
production from 1934 to 1935. 


The great effect of public expenditure on the volume of industrial pro- 
duction is apparent from the data. The sharp increase in the second and 
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third quarters of 1933, shown in Table I, was evidently in anticipation of 
the higher costs and prices that were expected under the National Indus- 
trial Recovery Act. The output of 1934 and 1935 is a better indication of 
the effect of public expenditure on industrial production. Assuming an 
elasticity of demand for the factors of production between —2 and —3, 
with a greater elasticity over a longer than a shorter period, it would be 
expected that industrial production would be increased by approximately 
two or three times the rise in industrial prices. In fact, in 1934 the vol- 
ume of industrial production increased slightly more than twice as much 
as industrial prices, and in 1935 increased approximately three times as 
much as industrial prices, all computations being relative to 1932. 

The full effect of higher prices and increased production is seen in the 
value of the national income produced. From 1932 to 1935 the national 
income produced, shown in Table II, is estimated to have risen approxi- 
mately $16,000 million, an increase of slightly more than 40 per cent. 

One other point is worthy of note. It is argued in the theoretical 
analysis that if funds for public expenditure are borrowed from commercial 
banks, the quantity of money is increased by the same amount less the 
repayment of bank loans by business men, and that the national income 
is increased by approximately three times the net increase in the quantity 
of money, three being the normal income velocity of money. On June 
30, 1933, federal government securities held by active banks exceeded the 
holdings of June 30, 1932 by $1,340 million. If this borrowing were 
fully effective, and effective throughout the year, the national income 
would have been increased by $4,000 million. Actually, the increase was 
six-tenths of this amount. From June 30, 1933 to June 30, 1934, the in- 
crease in federal government securities held by active banks was $3,200 
million. If this borrowing were fully effective, and effective throughout 
the year, the national income would have been increased by $9,600 mil- 
lion. Actually, the increase was seven-tenths this amount. In part 
these differences are to be accounted for by the repayment of bank loans, 
and by the increase in cash balances. Largely, however, the differences 
are attributable to the fact that the borrowings, being gradual, were not 
effective throughout the year. The increases in borrowings at the end 
of the years compared are as given, but the average increases in borrowings 
during these years must always have been somewhat less than the figures 
given. 

On the whole, the statistical data seem to confirm the view that a large 
positive effect on prices, production, and the national iacome must result 
from a considerable increase in public expenditure during depression. 
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SOURCES AND DISTRIBUTION OF INCOME 
IN THE SOUTH 


EDGAR Z. PALMER 
University of Kentucky 


The excellent studies of income which have been completed under the 
guidance of national research organizations need to be interpreted in 
terms of particular regions. This paper attempts to apply some of these 
figures to the South, to examine some of the difficulties, and to set forth 
a few of the results of such a segregation. 

The definition of income presents many difficulties, especially in rela- 
tion to income in a particular region. The concept of income which 
most people carry around with them is not only vague but illogical. It 
connotes a measurement in terms of money, together with a substantiation 
in the form of goods and services, and some relationship to more funda- 
mental attributes of welfare. We count as income some money which 
is never traded for goods, and some goods which are not bought with 
money. ‘There is something mercantilist in the idea of the receipt of 
money as income, and something Adam Smithian in the addition of 
individual incomes to measure the welfare of a region. 

In order to realize the extent of ambiguity in the term ‘‘income,”’ it 
is only necessary to read the discussion in Appendix A of America’s Ca- 
pacity to Consume. The concept that emerges is a tissue of compromises 
between what should be and what can be measured statistically, and 
between fundamentally divergent aims. We are told in the first sentence 
of the Appendix that ‘‘Production generates income, and, measured in 
terms of money, the two are exactly equal; the net value of the national 
product is made up of the parts distributed as wages, salaries, profits, 
rents, interest, dividends, and such undivided profits as are retained in 
corporate business.’’? In view of this statement, what are we to think 
of the two computations, the one called ‘‘all income’’ and the other 
called ‘‘productive income’’ in the same book? Notice also the two 
estimates of national income released by the United States Department of 
Commerce, the one, of income produced, the other, of income consumed. 

1 By Maurice Leven, Harold G. Moulton, and Clark Warburton, The Brookings Insti- 


tution, 1934. 
2 Ibid., p. 137- 
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The purpose of this discussion is not to belabor one point, but to show 
that the concept of income as applied to a society is utterly ambiguous. 
There are many unsettled questions, most of them of large importance, 
in counting income. These ambiguities are serious not because they make 
for minor discrepancies in computations, but because they show a funda- 
mental fogginess of thinking. They reveal that the concept of income 
is an individual] rather than a social concept. The concept is based upon 
pecuniary considerations rather than production or consumption. It 
reveals the power of some classes to command the services, products, 
and opinions of other classes, but it does not measure in any accurate 
degree the relative welfare or physical productivity of any nation, region, 
or class. We are not justified, fundamentally, in adding together the 
individual incomes in any region. ‘‘Income in the South’’ is not the 
income of the South, nor is it production in or of the South, nor is it 
consumption in or of the South. It is solely a pecuniary concept, meas- 
uring the power of some Southerners to “‘lord it’’ over others, in the 
South and elsewhere. 

The South grows cotton, and cotton is necessary to the economy of 
the nation and of the world. It is not a waste of labor nor of resources 
for the South to grow cotton. Perhaps we grow a little too much cotton, 
and until recently there was no means of eliminating the surplus of pro- 
duction. The production of a surplus is an economic waste, but the 
penalty for such a small waste is that the whole crop brings a low price. 
A relatively small change in the efficiency of production entails a great 
change in income. Thus income does not measure productivity, but 
bargaining power. I do not know of an authoritative definition of 
bargaining power, but to me it means the ability of an industry to control 
its own marginal producers. 

The discrepancy between production, consumption, and income is well 
illustrated by the difficulty encountered in the third volume of the Brook- 
ings series, The Formation of Capital. The authors find a discrepancy of 
ten billion dollars between the total savings in 1929 and the total pro- 
duction of new capital goods. This sum of ten billion dollars, or part 
of it, evidently is bargaining power which accrued to the wealthier 
classes in 1929 but was unused in that year. Most of it was never used, 
being wiped out in the ensuing crash. By the term ‘‘unused,’’ I mean 
that it was put neither into consumption goods nor into the construction 
of new capital goods. 

The concept of income as production was a temporary and makeshift 
one, pending the development of adequate statistics directly measuring 
production as such. Likewise, the concept of income as consumption is 
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serving until better consumption statistics become available. There 
will come a time when we shall measure by index numbers the total 
production of each state and region. We shall measure in a similar 
manner the total amount of consumers’ goods used in each state and 
region. This will be based on physical quantities, weighted, it may be, 
by prices, but not subject to the ambiguities of the income concept. 
The increase or decrease of capital equipment will be measured directly, 
and not by the total of pecuniary savings. 

If I give some analysis of income in the South, then, it is because in 
its distributional aspects it yields important data on the relationship of 
class to class and of industry to industry, and not because I share the 
illusion that income is an accurate measure of production, consumption, 
or welfare. 

Let us view first the sources of income in the South. The word 
““sources’’ seems to indicate a productivity concept, but the source of 
income, essentially, is not in productivity but in bargaining power. 
Coal mines are not a source of monetary income but an instrument by 
which monetary income may be extracted by their owners from the 
true source, namely Southern and Northern consumers. If income be 
conceived as goods, then a coal mine is the source of a goods income, 
namely coal, but this is income not to the miner or the owner of the 
mine, but to the Southern or Northern consumer. The coal mines and 
cotton fields of the South are sources of goods income, but not exclusively 
nor even mostly sources of goods income of Southerners. To confuse 
these two concepts is to confuse productive power with bargaining 
power. 

Source of income is often thought of in a slightly different sense, 
namely, as referring to some types of income which are thought to be 
more important than others. For instance, in a city, the money “‘brought 
in’’ by the students at a state university, and by the state support of 
that university, is thought of as a source of the income of the merchants 
of the city. Thus ‘‘outside money’’ is considered to be the source of 
the funds which thereafter shuttle back and forth until, unluckily, they 
escape from the city again. In tracing sources of income in the South, 
should we consider cotton farming as more of a source than the practice 
of medicine, law, or retail merchandising? Are some industries recip- 
ients of income but not sources thereof? Another way of putting the 
question is to ask whether the term, ‘‘sources of income,’’ is to be con- 
strued as causes of income, and whether some incomes are causes, other 
types of income being the effects? 

One other preliminary question presents itself, namely, what states are 
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to be included in the South? Dr. Heer, in his study on Income and Wages 
in the South, includes ten states only, leaving out Texas and Oklahoma 
on the west, and all states north of Tennessee and Virginia. This paper 
considers Texas and Oklahoma as Southern states, and the Ohio and the 
Potomac Rivers as the northern boundary. The states thus included 
are bound together by one or more of the following factors: tobacco, 
cotton, and subtropical crops, railroad systems and rate structures, 
historical association, and recentness of mining and industrial develop- 
ment. This classification leaves out Delaware, Maryland, and the 
District of Columbia because although historically Southern, they have 
long been economically annexed to the industrial and commercial regions 
of the North. The South so defined, then, contains fourteen states. 














TABLE I 
Per Caprra Income 1n SOUTHERN STATES AND THE Rest oF THE NATION, 1929 
PER CAPITA 
hiatal PETOTAL [INCOME PROM| NoN-PARM |, NON-PARM 
INCOME ON NON-FARM |INCOME FROM CAPITAL 
FARMS OCCUPATIONS} PROPERTY GAINS 
dollars dollars dollars dollars 
TTT EES! s 653 187 68 
14 Southern states...........eceeeeeeeeeee| 189 484 77 22 
i a 698 216 80 
i ee 454 64 14 
eee ee i 682 2.05 76 
Ratios of Southern states to rest of nation, per cent 
Oe ee se 51-4 69.3 35-6 27.5 
Tee re, 66.6 31.2 18.4 

















Computed from Leven, et al., America’s Capacity to Consume, pp. 172-176. 


Dr. Heer, in his somewhat more limited South, finds that the average 
income to farmers is about one-half the average for the rest of the nation. 
This ratio approximately holds true for all unskilled labor. The more 
skilled labor has a somewhat higher ratio, ranging up to one hundred 
per cent for certain unionized occupations. The higher incomes, as 
reflected by income tax returns, again fall below those of the rest of the 
country. His figures apply to the period before the great depression, and 
appeared too early to include returns from the 1930 Census. 

Upon the basis of Leven’s figures in America’s Capacity to Consume, for 
the year 1929, Table I shows that Dr. Heer’s figures are confirmed. The 
per capita farm income in his ten Southern states is 49.7 per cent of the 
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rest of the country. The per capita non-farm income from occupations 
is 66.6 from property as such, but we find that the per capita non-farm 
income from returns on property in the ten states was only 31.2 per cent 
of the rest of the country, and from capital gains was 18.4 percent. The 
comparisons for the fourteen states are but slightly higher than those 
for the ten states. Thus we see that the rest of the country has the 
least advantage over the South in the non-farm occupational income, 
and the greatest advantage in the capital gains. 


TABLE II 
Per Caprra AND Torat Income 1n Eacu SourHern STATE 


Aggregate Personal Income, 1929 














SOUTHERN STATES, IN ORDER OF PER CAPITA INCOME aay TOTAL INCOME Or S0TAL 
IN SOUTH 
dollars million dollars 

NS ia ors Daina egos echaeee aes ee eae ene 14,229 100.00 
SOE NEI «<<. saccin.gds'ss expats owes ees oe 261 454 3-19 
PMN 5-04 chen hoe bmewicate eamee eee 287 574 4-03 
ES ee ers 311 575 4.04 
PREIS 5. o's. « ses aisicen'p esma sine ese nal 317 994 6.99 
II sia) osu 55-0. p.n Lane ee Cee eed 331 872 6.13 
MANNII 054/56 ay’ d we otin wieacaie ua eraae ate Ores een 343 999 7-02 
WIE os 535s oebaee cooaesescieeceeeubece ee 346 goo 6.33 
ee eee rr eee 398 1,037 7-28 
MI fo 0550.5 0 Ste wes sie ce Sbe VERSE G A Siete 431 1,044 7-34 
RIE 0 3:5. Sia since se epee aS ee 438 914 6.42 
Kd, EE err ts searerey een 485 831 5-84 
Re en ee 503 1,195 8.40 
WN go hoo. osie sieknw' 4 .vnsepe abe an er ee 531 3,054 21.46 
co no et eee eee ae 548 786 5-52 








Per capita and total income taken from Leven, et al., America’s Capacity to Consume, pp. 
172-173. 


From the same source as the above figures, namely, America’s Capacity 
to Consume, ate derived the per capita incomes for each of the fourteen 
Southern states. The states are arrayed with respect to this per capita 
income in Table II. South Carolina and Mississippi are the lowest, 
Oklahoma, Texas, and Florida the highest. Fourth and fifth from the 
bottom come the states of North Carolina and Alabama, which are 
making a much-talked-of progress in industrialization. There are eight 
Southern states with a per capita income lower than any state outside 
the South, and there are only five states outside the South with a per 
capita income as low as the highest Southern state. 
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Table II also shows the percentage of the total income in the South 
which is found in each of the fourteen states. The Southern states are, 
fortunately, fairly equal in area, population, and total income, except 
for Texas, which has more than its equal share of all three variables. 

If we attempt to distribute the income in the South by types of industry, 
we run into the same major difficulties as experienced by those who at- 


TABLE III 


INcoME FROM Major Typss or INpusTRIES IN 1929 








TOTAL INCOME, PER CENT PER CENT 

MAJOR TYPE OF INDUSTRY 14 SOUTHERN DISTRIBUTION | DISTRIBUTION 

STATES IN SOUTH IN NATION! 

billion dollars 

RS 60:00 6605 00 0d aos nen eeete eee seaeUe De 14.2! 100.0 100.0 
PI sa a8. cicnee 2ccvwearadnstqnde Sue naked 3-08 21.1 9.0 
eee rere torr eee 6 4.2 2.3 
SNES 6:536:0 ve seins 00 seems arnnreeeues oy 16.2 20.8 
NO 6 055 40.65 swanizanat oedeacennwaise wen + 2.3 3.6 
Transportation and Communication............. 1.0 7 8.0 
EEE ee ee ee eee = 1.45 1.5 
RS Sct hd Ship's aroun sachets be dle waranuuyisGiene ce 2.9° 20.4 14.6 
Government and Unclassified. .................. 2.57 17.6 26.8 
III 6 555-0 bt caneclwermniocendon ueenann 1.47.8 9.9 13.4 














1 Computed from Leven, et al., America’s Capacity to Consume, p.172. National percentages 
computed from p. 152. 

? Value of products of mines and quarries, U. S. Census. 

3 Value added by manufacturing, multiplied by .6, which is the ratio between Leven’s 
income from manufacturing and the value added by manufacturing, for the nation. 

4 Net value of contracts, less cost of materials, U. S. Census. 

5 Computed as slightly less than national percentage. 

6 Total expenses of operation (not including cost of goods), retail and wholesale trade, 
U. S. Census. 

7The remainder of the income was apportioned among government and unclassified, 
and other income, and in the same proportion to each other as in the nation. 

8 Includes net interest and dividends from foreign investments, residential rent, non- 
business interest, imputed income, and business savings. 


tempt to do the same for the nation as a whole, plus other difficulties 
peculiar to a regional study. The allocation of income by types of in- 
dustries has been carried out in the studies of W. I. King, and the alloca- 
tion by states by Maurice Leven. But the allocation simultaneously by 
types of industries and by states or regions, is a different matter. There 
is some difficulty in estimating income nationally because of international 
payments. There is an analogous difficulty, multiplied manyfold, of 
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inter-regional payments. It is not correct to assume that the income 
from Southern mines goes wholly to Southern residents, nor that incomes 
in the South come wholly from Southern enterprises. The balance of 
inter-regional payments is probably very much against the South. There 
is very little possibility of estimating even roughly these payments. 
Table III does not take such payments into account. Furthermore, the 
income actually received by Southerners from the larger scale industries 
may form a smaller proportion of the total than is shown in the Table. 

The total income in the South in 1929 as shown by Leven was about 
fourteen billion dollars. He breaks down the state figures into farm and 
non-farm incomes, and of the fourteen billions, about three billions were 
farm income. I have endeavored to break down the non-farm income by 
major types of industries. In so doing three methods of computation 
were used, the positive, the analogous, and the residual methods. The 
income in the fields of manufacturing, mining, construction, and trade 
were estimated positively from the Census. The income in transportation 
and banking was estimated by applying about the same percentage as 
these held in the analogous parts of the national income. The amount 
that remained was assigned to ‘‘government and unclassified,’’ and to 
“other income,’’ which includes business savings, use of homes, non- 
business interest, and the like. 

The warning must be repeated that these figures are not particularly 
meaningful nor accurate. Another investigator might use different 
methods and arrive at different results. The comparison between the 
regional percentages attributed to the different types of industries with 
the national percentages, shows about what one would expect, namely 
that agriculture, trade, and mining are relatively more important in the 
South than in the nation, and that manufacturing is relatively less 
important. 

To carry the analysis of industries in the South a little further, Table 
IV breaks down the figures for the ‘‘Value Added by Manufacture.” 
These figures do not, of course, yield comparisons of income in any exact 
sense. The break-down is by the major classifications of industries, as 
used by the Census itself. However, since the Census publications do 
not summarize the total for these classifications by states or regions, it 
was necessary in making this Table to add the multitudinous separate 
product figures for each state. Perhaps it is not necessary to explain the 
limitations of the Census of manufacturing, either as to its exclusion of 
very small plants, or as to its inclusion of certain plants not ordinarily 
thought of as manufacturing plants, such as printing establishments and 
creameries. 
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Table IV analyses the major types of farming as carried on in the 
South. Cotton and tobacco are given separately, but otherwise the 
classifications are broader than one crop. It should be borne in mind 
that these distributive figures for agriculture are not incomes, but total 
value of production. The total farm income in the South is three billion 
dollars, and the total value of agricultural production is greater by seven 
hundred millions. Livestock sold and slaughtered is left out, but this 








TABLE IV 
Vatug Appgep sy Manuracturg, Major Groups, 1929 
MAJOR GROUPS OF MANUFACTURING INDUSTRIES 19 COURSE coounnnes "aaa 
STATES STATES 
million dollars 

aa ond + die vata ewe tpiew ne vonage oop aieeeren Tine 100.0 100.0 
Food and kindred products..................04. 417 1.0 10.6 
Textiles and their prey stsonaeoenaetaa 644 17.0 13.0 
Forest products....... Ee en 586 1§.5— 6.3 
Paper and allied products... ‘ catoahen ee 49 r.3 2.5 
Printing, publishing, allied industries . snuehepaapstewiers 189 5-0— 75 
Chemicals and allied products.................. 217 5-7 5-6 
Products of petroleum and coal................. 196 5-2 3-5 
Rubber products. . viele ninletieg GN ON 3 at a 
Leather and its menufacteres . parkewesawetea 24 6 2.4 
Stone, clay, and glass SUOIMO. << ocscs cccreeee 139 6 3.2 
Iron, steel, and their products.................. 179 4-7 10.3 
Non-ferrous metals and products................ 20 5 3.6 
Machinery. . sen seliiSlbin cataly sarwe eam eereeeees IT5 3.0 13.6 
Transportation equipment... eee re 132 35> 7-4 
Py PION 6. oo ne sce cecnsssisiescsiceneies 162 4-3 23 
er er te 650 17.2 6.5 

INE «9.0.5: 4:0: 210:6:5:nbanb 0b eae sine Melee 86 2.3 














Computed from the United States Census of Manufacturing by adding constituent figures, 
as given by states and groups of states and by individual industries. 

* Undistributed value is due to the grouping of Southern with non-Southern states to 
conceal figures of individual firms. 


omission, serious as it is, is partly balanced by the fact that the crops 
fed to livestock are included in the total here given. The Department of 
Agriculture gives us ‘‘gross income’’ and ‘‘cash income’’ figures, but 
does not break them down into a cross-classification by states and major 
types of production. 

We may now take up the distribution of income. The word used 
without qualification usually means distribution as among persons. 
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The enormous task of constructing a frequency table of incomes in the 
South by persons is not attempted. However, the evidence in the income 
tax returns showing the relative equality of distribution of incomes here 
as compared with the nation at large has been examined. The “‘Sta- 
tistics of Income’’ used was that for 1929. Totaling the frequencies for 
the fourteen states of the South, and cumulating the totals, makes it 
possible to plot a Pareto line on double-log graph paper. The slope of 








TABLE V 
Vatuge or AGRICULTURAL PropuctTs, 1929, By Mayor Groups 
VALUE OF sgn einin, 
GROUP OF PRODUCTS 14 SounmERy soUmNERN apt a 
million dollars 

p | ren rrr err 100.0 100.0 
II 55 65s 50a oss oR dais baGe's Baws oh meee 667 17.8 26.9 
Ochier wraiiin SAG GOCUB.... «550.0 s.0:s0.08 sccncnse eer 47 1.3 1.9 
WINE CEI 0 so. 50:00 Sa. eceasent sohae enema 184 4-9 10.1 
WINING rc ciesiaka. cs ics aio Chee ewes Soper nae 198 5-3 6.6 
PRE ld SIRES 568 ocd so. es oeeestecnnea waren 131 3-5 5-6 
Con TIE AE GORE «os sis 5s Sede de smreniens 1,383 36.9 12.4 
isos Sak ness mast 9 hc voids ch chan Wine ean 218 5-8 2.3 
ee ese 35 9 8 
De IR ooo ose sibs sd sone cacees ee ewee 123 3:3 1.9 
Forest products on farms..................0000 107 2.9 2.1 
Nursery and greenhouse products............... 18 5 1.2 
ERVAUUNEE BUUINES, 25-5 0.0 c oscar ctueneeee eee 634 16.9 28.1 














Source: U. S. Census of Agriculture. Domestic livestock, sold or slaughtered, is not in- 
cluded either under livestock products nor in the totals. The subject was omitted from the 
1929 Census reports. This is, of course, a large item, but is offset partly by the fact that 
crops fed to livestock are included in the above figures. There is also some duplication in 
the above figures to be offset, because crops fed to livestock form part of the value of live- 
stock products as given above. All in all, the above figures may be fairly correct én toto, 
and for the percentages not affected by the livestock question. 


this line is one of the methods of measuring the equality of income dis- 
tribution. The line of the Southern income tax returns indicates con- 
siderably more equal distribution than that for the nation.* 


8 That the slope of the Pareto line is a good indicator of the relative equality of distri- 
bution is subject to challenge. However, insofar as that challenge rests upon the undesir- 
ability of using the average slope of a line which is quite variable, it does not apply to this 
case, because the contrast between the slopes in the South and in the nation is strikingly 
uniform throughout, as are the slopes themselves. 
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The above does not assume that the incomes reported are complete, 
but merely that wealthy gentlemen of the South are just as smart in 
dodging the tax as those in other regions. Leven’s estimate is that the 
returns are about sixty per cent complete. Using this as a basis both 
for the South and for the nation, we may reinforce the evidence of the 
Pareto lines by testing the equality of distribution in another way. We 
find that in the United States as a whole, seventy-seven-hundredths of 
one per cent of the income recipients receive twenty per cent of the 
income, while in the South it takes twice this percentage of the income 
recipients to receive twenty per cent of the income. Again the con- 
clusion is that, although income is distributed unequally enough here, 
the distribution is somewhat more equal than in the nation. The warn- 
ing should accompany this conclusion that it applies only to the relation- 
ships between large and medium incomes, and may or may not hold if 
applied to a comparison between medium and small incomes, neither 
being adequately reported in the income tax figures. 

This greater equality in the South leads one to wonder whether the 
higher average of incomes elsewhere may not be unduly emphasized. 
Of course it is certain that the level of wages and common incomes is 
higher outside the South, but the difference is not as great for the com- 
mon man as the arithmetic averages would indicate. This is a case 
where the medians or the geometric means might well be used if it were 
possible. 

The capitalistically minded are likely to seize such evidence as this as 
proof that a higher average income and a greater inequality of income go 
together. This one comparison between the South and the nation is 
too slender a bit of evidence upon which to pin such a momentous con- 
clusion. A correlation analysis, state by state, between inequality of 
distribution and median incomes is desirable. Furthermore, the South 
is not an economically independent region, and there are many links 
between Southern poverty and Northern fortunes. A very high income 
is likely to be drawn from states other than the state of residence of the 
recipient. 

This line of thought suggests further investigation into the factors 
associated with per capita incomes. It is often thought, for instance, 
that the example and the competition of the Negro is one of the main 
factors in keeping incomes low in the South. Another idea is that the 
Southern climate is responsible. Still another is that the degree of 
industrialization is the main factor in raising regional incomes. These 
and other factors I tested by means of the correlation analysis, using the 
forty-eight states and the District of Columbia as the units of study. 
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Correlations of forty-nine items must be tested rather severely, but some 
rather definite results appear. County correlations would have been 
better in some ways. 

The first factor tested was that of the racial composition of the popu- 
lation. Cross classifications were tallied of the relationship between 
per capita income in 1929 and per cent of Negro population in 1930, 
per cent of Negro and other non-White races in 1930, and per cent of 
Negro, other non-White races, foreign born and mixed foreign parentage 
combined, 1930. The same three cross classifications were made for 1920, 
using the per capita current income of that year as estimated by Leven, 
and the Census of 1920. Table VI gives the results of the correlation. 

All these correlations are significant, in that they are not likely to be 
wholly due to chance variations from state to state or from year to year. 
However, none of them is significantly linear in both directions, which 
fact casts some doubt upon most of the conclusions which might be 











TABLE VI 
Per Capita INcomME AND Racrat ComposiTION 1N THE SOUTH 
COEFFICIENT OF CORRELATION BETWEEN PER CAPITA INCOME AND 
PER CAPITA INCOME OF ; " a 
THE YEAR er cent Negro, other non- 
Per cent Negro Per cent ben other White, foreign born, 

= . and mixed foreign parentage 

1920 — .§70 — .514 +.479 

1929 — .441 — .416 +.469 








drawn. Certain conclusions seem to be suggested, subject to this and 
other doubts. The per cent Negro in the population is more important 
in reducing the per capita income of a state (or vice versa) than is the 
per cent non-White, which computation is based upon the idea that the 
Mexican, Indian, and Oriental population of the Southwest is a factor 
commensurate with that of the Negro in the South. Apparently the 
other non-White populations are not as great a drag upon living standards 
as is the Negro. When we bring into consideration the foreign element 
in the population, the correlations change at once to positive, which 
may mean either that the foreign element raises the living standards of 
the states where it is found, or that the higher income of such states 
attracts immigration. Through all of this, of course, runs the possibility 
that a third factor, such as industrialization, affects both the racial 
composition of the population, and the per capita income. One other 
observation from these correlations is that the influence of the Negro, 
if any, seems to have diminished between 1920 and 1929-30. 
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The second factor which suggests itself as a cause of income levels is 
that of latitude. Are the facts of southerliness, and the concomitant 
climatic conditions, handicaps in the race for income? The coefficient 
of correlation between the estimated mean latitude of each state and its 
per capita income in 1929 is, as might be expected, positive (+.344), 
but this is not significant under the most rigid tests. 

The third factor to be measured against income is that of industrial 
development. Table VII correlates per capita income with three series 
which measure the relative importance of the farmer in each state. 

The income figures used here for the earlier year are from Leven, Income 
in the Various States, pp. 260-1, and consist of the current incomes for 1919. 
This year is used rather than 1920 because it was the year before the fall 
of prices in 1920, and reflects conditions before farm incomes were brought 
low relative to other incomes by forces peculiar to agriculture. 








TABLE VII 
Per Capita INCOME AND FaRMING IN THE SOUTH 
CORRELATION BETWEEN PER CAPITA INCOME AND: 1919-20 1929-30 
Per cent of state income received by farm population..........] —.533 — .687 
Per cent of the gainfully ser it ern engaged i in n agti- 
culture, forestry, etc. a -| =.9§7 — .784 
Per cent of the population living j in panty areas . Jee — .7o7 








The three series used to test the influence of the farm on income all 
show strong negative correlation with per capita incomes. Moreover, 
in each of the three cases the correlation increased in the interval from 
1919-29 to 1929-30. This increase roughly measures the extra influence 
of the long agricultural depression upon the situation. It is co-incident 
with the decrease in the influence of the Negro upon income in the same 
interval. The tentative conclusion may be drawn that the farm slump 
increased the depressive effect of agriculture upon income, displacing 
some of the depressive effect of the Negro. 

Nevertheless, even in 1919 when agriculture was prosperous, the 
presence of a large agricultural population in any state was associated 
with a low per capita income for that state. It appears likely that 
agriculture, even under the most favorable circumstances, does not con- 
stitute the rich source of income that the Physiocrats among us suppose, 
but may be a real detriment to the prosperity of a state. The farmer 
may have an influence similar to that of the Negro, and for the same 
reason, namely, that he has a low standard of living which drags down 
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not only his own income but also that of workers in nearby cities with 
whom he competes as soon as he leaves the farm. 

This conclusion is reinforced by the correlations between two of the 
agricultural factors used above, and the per capita income of the non- 
farm population (Table VIID. Again negative correlations appear, not 
quite so strong as before, but strong enough to demonstrate that even 
the income of the city man may be lowered by the presence of a large 
number of farmers in his state. It would seem to be in the interest of 
the city man—at least in the agricultural states—that farm income levels 
be higher. 

Two other pairs of correlations analyze the more positive side of the 
picture (Table IX). The influence of manufacturing, mining, and trans- 


TABLE VIII 


Per Capita Non-Farm INCOME AND Farm PopuLaTION 











CORRELATION BETWEEN PER CAPITA NON-FARM INCOME AND: Ig19g-20 | 1929-30 
Per cent of state income received by farm population.......... — .§09 | — .642 
Per cent of the gainfully occupied population engaged in agri- 
CHING, TRIG, ORL... 5.02 sasidanocahenee- nese useeheeanenee — .668 | — .662 
TABLE IX 


Per Capita Incomgz AND OccupaTIONS 








CORRELATION BETWEEN PER CAPITA INCOME AND THE PROPORTION OF 
THE GAINFULLY OCCUPIED POPULATION ENGAGED IN: | ae | 1R9°30 
Agriculture, forestry, etc.. ~e ee — .784 
Manufacturing, mining, onl transportation... ee +.557 
Trade, the professions, and miscellaneous occupations cae cece +.682 +.783 





portation, the so-called ‘‘heavy”’ industries, is measured by the percentage 
of the gainfully occupied population engaged in these industries. The 
correlation between this factor and per capita incomes is positive, as 
might be expected, but not particularly high. Much higher is the corre- 
lation between per capita incomes and the percentage of the population 
engaged in the professions, trade, and miscellaneous. Can it be that 
manufacturing and the heavier industries are not the greatest desiderata 
after all, and that merchandising and the professions should be promoted 
rather than industrial development? 

Correlation can only show the presence of causation, and not its source 
or direction. Consequently we tend to interpret any strong correlation 
in terms of our preconceived ideas of the direction of the causation. We 
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think of manufacturing as productive, a source of income, and interpret 
the correlation as proving that the causation runs from the industry to 
the income. But many think of merchandising and the professions as 
unproductive, in spite of pious statements in economic texts to the 
contrary. It is easy to declare that the higher correlation between these 
“‘light’’ occupations and income merely shows that such activity flour- 
ishes where income is already present,—ia other words, that the causation 
runs from the income to the occupations in this case. It seems to the 
writer that there is just as much ground for interpreting the correlations 
as causations of income here as in the former cases. The production of 
healthy, educated human capital and of vigorous trade is surely as im- 
portant as the production of machinery. 

These correlations, however, do not really answer the question, which 
dates at least from Adam Smith and the Physiocrats, which type of en- 
deavor is the most productive. Income data measure bargaining power, 
not productivity. We have been unwise in the distribution of our re- 
sources and labor as between agriculture, manufacturing, the professions, 
etc. We have devoted too much of our effort to the farm, and too little 
to the production of intangible values. Thus the farm has low bargain- 
ing power, and the producers of intangible values have high bargaining 
power. The South has been particularly unwise in this respect. Over 
half the farm population of the nation is found in the fourteen Southern 
states. Such maladjustments tend to persist for long periods—in some 
societies for centuries—because of the forces of custom and immobility. 

The need for governmental intervention to restrain the overdeveloped 
industries and to encourage the underdeveloped industries is indicated. 
Much can be done by highway building, rural electrification, and in- 
creased educational facilities to raise the standards of living of the 
countryside. The South, both urban and rural, will be the chief bene- 
ficiary of all moves to raise the bargaining power of agriculture, but it is 
probable that the benefit will extend even to the industrial areas of the 
North and East. 























THE EFFECT OF CURRENT INTERNATIONAL TRADE 
CONDITIONS AND FOREIGN AGRICULTURAL DE- 
VELOPMENTS ON SOUTHERN AGRICULTURE 
ABRAHAM BERGLUND 
University of Virginia 

What is called a social or economic problem is usually a complex of 
several problems. The influences which contribute to a given social 
situation are often many, and in not a few instances may show only a 
remote relationship to one another. Furthermore, causes which are 
indirect in their determination of a given condition may be more potent 
than those whose connection with that condition is closer and more 
obvious. Under present-day industrial technique some of the most 
potent influences shaping general social conditions are remote or indirect. 

Southern agriculture has always been profoundly affected by influ- 
ences international in scope. From colonial times down to the present 
the South has produced in large amounts a few crops marketed, for the 
most part, or at least very largely, in foreign countries. In the colonial 
period tobacco, rice, and indigo went largely to foreign consumers. 
After the American Revolution, and particularly following the invention 
of the cotton-gin in 1792 and ‘93 the growth of raw cotton in response 
to an insistent foreign demand was the most distinguishing feature of 
agricultural production in the South. This foreign demand, though 
coupled with an increasing domestic demand, still remains a determining 
factor in the present-day agricultural situation of the South. The Civil 
War, while it broke up the old plantation system, did not change the 
pronouncedly international character of the Southern trade in agricultural 
products. The growth of large-scale manufacturing, first in the North, 
and later in parts of the South, did indeed enlarge the domestic market 
for typical Southern crops; but a large proportion of the acreage of the 
South still subserves foreign needs. 

This commercial feature of Southern agriculture was its most distinctive 
characteristic during the early part of our history. In the colonial 
period and the greater part of the time that elapsed from the close of the 
American Revolution to the Civil War the typical Northern farm was a 
moderate sized unit producing most of the food and a large proportion 
of the clothing needed by the farmer and his family. Surplus product 
61 
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was sold to procure certain raw materials and other goods that could not 
be secured on the farm area. But the major operations were conducted 
with a view to meeting directly family needs. In other words the 
Northern farms tended to be in large measure self-sufficient. On the 
other hand the land of the South devoted to the raising of tobacco, rice, 
or cotton was utilized by the planter almost in its entirety for the pro- 
duction of something that entered the channels of commerce. The 
operations of the plantation constituted a highly specialized type of 
farming. The main product (and there was usually just one such product 
in any given plantation) to which the greater part of the farm area was 
devoted was sold in a general and for the most part a foreign market. 
It is true that on a large proportion of the plantations a considerable 
amount of foodstuffs and other commodities for home use was raised, 
but such production constituted a small fraction of the agricultural 
operation under the plantation system. 

In emphasizing this feature of Southern agriculture in the period pre- 
ceding the Civil War, one should not overlook the large number of small 
farms devoted to the raising of food and other crops for family and local 
needs. These farms outnumbered the great plantations many times. 
This output, however, did not figure so prominently in the economy of 
the South. Neither was it so distinctive. The economy of the South 
was built around a plantation crop. 

Since the Civil War certain changes have taken place both in the econ- 
omy of the South and in the kind of agriculture characteristic of the North 
and West. In the South the plantation system with its utilization of 
forced labor has disappeared. The break-up of the plantation system, 
however, did not result in any change in the commercial character of 
the leading crops produced. Neither was there any very great lessening 
in the dependence of these dominent crops upon foreign demand. In 
the North and West the self-sufficient farm has become a thing of the 
past. The farmer in these regions has been transformed into a wheat 
or corn raiser, an orchardist, a truck farmer, or other specialized producer. 
To some extent his sales in foreign lands have become more important 
than they were in the period before the War between the States. Never- 
theless, his principal market is at home. Even in the period of the 
rapidly developing wheat areas of the Northwest, when the export of 
wheat had become prominent, the foreign demand was never such a 
significant factor in its development as it was, and still is, in the cotton 
and tobacco production of the South. 

The highly specialized character of Southern agriculture coupled with 
its relatively great dependence on foreign markets makes the problem 
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of adjusting such agriculture to an era of economic nationalism, such as 
prevails today, peculiarly difficult. The part that export trade still 
plays in Southern agriculture may be observed by citing a few figures 
showing the country’s output of two leading Southern agricultural prod- 
ucts and noting the percentage of that output entering international trade. 
During the eight years 1926 to 1933, inclusive, the annual output of 
raw cotton in the United States ranged from 12,664,000 running bales 
in 1933 to 17,783,000 bales in 1927.1 For the five years 1926 to 1930, 
inclusive, the proportion of this domestic output that went abroad was 
54.6 per cent. If we subtract the importation of long-fibered or Egyptian 
cotton from this export our net exports of raw cotton still remain slightly 
over 52 per cent. In other words, appreciably more than half of the 
country’s cotton output during a period of business prosperity was de- 
pendent upon foreign consumption. 

During the years of depression following 1930 this dependence was 
by no means reduced. The average annual output for the three years 
1931-1933 Was 14,001,000 running bales, or 627,000 bales less than that 
for the five years preceding. Notwithstanding the severe depression 
prevailing abroad, as well as in this country, foreign lands took 58.7 
per cent of the country’s domestic output for these years. The depres- 
sion years mentioned were marked by an appreciable increase in the 
export of raw cotton—and this in spite of the encouragement given by 
several foreign nations to raw cotton from countries other than the 
United States, following the enactment of the Hawley-Smoot tariff of 
1930.2 It is true that the price of standard-grade upland raw cotton 
exhibited a drop from an average of 15.3 cents per pound in the years 
from 1926-1930 to 7.3 cents for the years 1931-1933. This decline of 
over 50 per cent, however, was paralleled by a similar and in some 
instances a greater decline in the quotations for other farm crops. 

In the case of unmanufactured tobacco, another important farm product 
raised primarily in our Southern states, the percentage of the country’s 
output exported, though less than that of raw cotton, is still large. The 
average annual output of this product for the five years 1926 to 1930, 
inclusive, was 1,411,697,0c> pounds. Of this amount 545,676,000 
pounds, or 38.7 per cent, was marketed abroad.* The average annual 
production for the years 1931-1933 was 1,340,072,000 pounds, of which 
34.1 per cent was exported. Over a third of this important farm product 
thus goes abroad to meet the demand of foreign consumers. 


1 Statistical Abstract, 1934, p. 626. 
2 See Joseph M. Jones, Jr., Tariff Retaliation. 
8 Statistical Abstract, 1934, pp. 604- and 450. 











64 ABRAHAM BERGLUND 


It would be easy to name other agricultural products, raisins, for ex- 
ample, where the exported commodity constitutes a large proportion of 
the country’s total output. There are, however, no other crops whose 
foreign trade so vitally affects extensive farm areas and so many producers 
as those of raw cotton and tobacco. In the decennial year 1930 the area 
devoted to the raising of cotton alone was 42,454,000 acres or 66,534 
square miles. This area is practically equivalent to that of the six New 
England states. With the exception of a very small acreage in Cali- 
fornia, Arizona, and New Mexico, the cotton-growing area is confined 
to what is known as the Southern states. Any commercial policy looking 
toward a practical abandonment of the country’s export trade in raw 
cotton would thus involve a withdrawal of over 20,000,000 acres from 
the cotton-growing area, a very drastic readjustment not only for cotton 
culture but for Southern economy as a whole. 

An important question in connection with our present agricultural 
situation is how it is affected by present trends in international trade 
policies. It is difficult to characterize the commercial policies of the 
leading industrial nations of the world by a simple phrase or formula, 
or to describe them with anything like accuracy in a few sentences or 
even paragraphs. Trade policies like other social and political programs 
rarely represent a set of objectives entirely consistent with one another. 
Nor are the means adopted to attain certain ends always those which 
will aid in arriving at the desired goals. It is possible to speak of certain 
broad or general trends in the present-day commercial policies, but it 
must not be overlooked that there are many cross-currents influencing 
these trends. 

While it is impossible to apply any adequate phrase to present trade 
policies, it can be said that the dominant note in present trends is an 
accentuated economic nationalism. What we call economic nationalism 
is characterized by trade restrictions designed to promote as far as pos- 
sible the development within national boundary lines of all industries 
regarded as essential in meeting the needs of the people living within 
those lines. It tends to become a movement in the direction of trade 
isolation. ; 

The conditions which have shaped this development in its present-day 
aspects are associated with the World War. One result of this struggle 
was the establishment within national boundary lines, during a period 
of interrupted trade, of industries whose products had formerly been 
imported. Naturally such industries clamored for tariff barriers against 
foreign competitors when peace had been achieved. The inevitable fall 
in prices also led to a similar demand from industries dating from the 
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pre-war period which feared that a decline from war quotations would 
lead to a considerable amount of ‘‘dumping.’’ A further result of the 
war was an intensification of the spirit of political nationalism—some- 
thing which always arises in the wake of any extensive and long-con- 
tinued conflict. Each belligerent country during the continuance of 
such a struggle becomes keenly alive to what it considers its own rights 
orclaims. With the growth of such a political attitude a trend or move- 
ment toward high tariff barriers, quota restrictions, and similar impedi- 
ments to the free exchange of goods between nations is likely to receive 
support, even when personal economic interests are not directly affected. 

This economic nationalism, of which we hear so much today, is by 
no means a new phenomenon in the world. To a large extent it is a 
reversion to what is known in economic history as ‘‘mercantilism.”’ 
Such a reversion followed the Napoleonic wars both in Europe and the 
United States. In a certain sense the American tariff policy after the 
War between the States exemplified a return to mercantilistic principles, 
while the trend in the two or three decades immediately preceding had 
been in the opposite direction. Prior to the outbreak of the World War 
there had been in the United States a strong movement looking toward a 
freer commercial policy. This movement received legislative expression 
in the Tariff Act of 1913. The war, however, for reasons already stated, 
brought about a return to a more nationalistic attitude. 

Such reactionary movements are temporary. They may indeed last 
for two or three decades, but they run counter to the trend of a growing 
industrial technique which requires a large and ever widening market 
for its products. It has been suggested that American producers recog- 
nize that foreign markets under the influence of this growing economic 
nationalism are being closed to them and that they embark upon a fixed 
policy of regulating output to answer the needs of a purely domestic 
demand. This suggestion has been especially directed to those engaged 
in agricultural production both in the South and the West. No sooner, 
however, has this country taken a pronounced step in the direction of a 
self-contained economy during ordinary peace times than the cry for 
reciprocity and even drastic modification of tariff schedules has been 
raised. The ‘‘Blaine and Reciprocity’’ slogan of the days of the Mc- 
Kinley Bill, the election revolt of 1892, the Insurgent and Progressive 
movements of the early years of the present century, the Tariff Act of 
1913 and the recent Reciprocal Trade Agreements Act of 1934 were ex- 
pressions of a keenly-felt dependence upon foreign trade relationships. 

In analyzing present-day conditions much is made of foreign trade 
barriers in the forms of heavy import duties, quota restrictions, limita- 
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tions on the purchase of foreign exchange, and the like. Such restric- 
tions may affect our export trade in farm products to an appreciable 
extent, but in my judgment, less than is commonly supposed. They will 
also affect Southern agricultural commodities less than certain Northern 
farm products. A more potent, though less direct, influence in limiting 
export trade is to be found in our own commercial attitude as shown 
in our various tariff laws. Trade barriers erected against imports always 
affect exports. Commerce is a give-and-take process. A heavy import 
duty on raw wool may seriously limit the foreign market for American 
steel. Duties on imported raw sugar may offer an appreciable handicap 
to our capacity for building a strong national merchant marine. These 
effects seem very indirect, but they are none the less potent, for there is 
always a mutuality in the influences exerted by artificial limitations. 
It is obvious that if we wish to preserve a large export trade for those 
products for which our country is suited we must drastically curtail the 
limitations which we have imposed upon important foreign products. 

It has also been argued that importing countries sooner or later adopt 
the technology of the exporting nations, and hence cease to be markets 
for such nations. The development of cotton manufacture, for example, 
in Japan and India has greatly reduced the formerly large export trade of 
England in cotton fabrics with these lands. In the same way it is held 
that exploitation of certain lands in upper Egypt and the Sudan, in parts 
of South America, and in China for raising raw cotton will gradually 
close foreign markets to American cotton. While such developments 
may affect this country’s foreign trade it is still a question whether the 
world has found a suitable substitute for the American upland product. 
The analogy, too, often made between what takes place in manufactures 
and what can happen in agriculture is not always complete or very close. 
In machine production a device which operates efficiently in England 
will generally exhibit a similar efficiency in the Orient, in South America 
or South Africa. Climatic and soil conditions, however, on which agri- 
cultural products depend, are not so readily transferred from one country 
or continent to another. Slight variations may, and often do, cause 
important differences in the nature and quantity of output. This fact 
should make one pause before considering any adjustment in Southern 
agriculture on the basis of an assumed permanent reduction in our export 
trade. 

There is another phase of foreign trade policy which should receive 
some attention. As has been often pointed out, the World War has 
changed this country’s financial status from that of debtor to that of 
creditor. Secretary Wallace has called attention in his America Must 
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Choose and other publications to the incompatibility between this creditor 
status and the maintenance of what is called a ‘‘favorable balance’ of 
merchandise trade. The United States, according to him, has become a 
net creditor country (disregarding all war debts) to the extent of more 
than ten billion dollars. Such a status would necessarily enfore the 
maintenance of a negative or “‘unfavorable’’ balance of merchandise 
trade. Due to this country’s natural resources and the natural genius 
of its people, it remains a heavy exporter of farm products, industrial 
raw materials, and manufactures. 

In discussing this incompatibility the Secretary fails to give due weight 
to what is known as the “‘invisible items’’ in the international trade 
balance sheet, such as ocean freight charges, foreign insurance premiums, 
and immigrant remittances. It is nevertheless true that a change from 
a debtor to creditor status will tend to alter the relative proportions of 
imported and exported commodities. This transformation, however, is 
perfectly consistent with the maintenance of a large merchandise export 
trade, especially in those products for which the country is peculiarly 
adapted, even when this maintenance involves a still heavier import 
trade. The volume of commerce is not to be treated as something fixed 
and definite. An increase in one line of exported commodities does not 
necessarily mean a corresponding reduction in another line. Nor must 
an augmentation of merchandise exports be accompanied by a like decline 
in imports, although the relative proportions of the two may be altered. 

Summing up the problem of adjusting the agriculture of the South 
to current international trade conditions the following general state- 
ments may be made: 

1. Southern agriculture still remains in large measure dependent upon 
foreign markets. A considerable proportion of the farm area of the South 
is devoted to the raising of certain crops entering international trade. 
Any adjustment involving a drastic and permanent curtailment of this 
export trade in the interest of the present trend toward a self-contained 
economy will cause dislocations in the Southern agriculture which will 
be peculiarly severe. 

2. The spread of economic nationalism during the post-war years, 
and particularly since 1929, is a phenomenon which cannot be ignored 
and has for the time being much significance for industries dependent 
upon foreign markets. At the same time this development is not unique. 
It has taken place before, especially during and following devastating 
wars. But it has always, and particularly in recent times, run counter 
to economic progress and has sooner or later been modified or destroyed. 
Unless the world becomes war-mad—and there are indications that this 
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is not impossible,—this economic nationalism, at least in its present 
extreme form, will become a thing of the past. An adjustment, there- 
fore, to a present phase of international trade policy should not leave 
out of account its probable temporary duration. 

3. The fact that importing nations often adopt the industrial technique 
of the countries from which they derive their foreign wares and then 
produce for themselves does necessitate changes in the nature of the com- 
modities handled. Commerce between such nations, however, is rarely 
reduced because of this adoption. In the case of agricultural products 
with their dependence upon certain climatic and soil conditions foreign 
adoption of the productive process, particularly with reference to special 
grades or varieties, is not so easy. The maintenance of a foreign market 
for agricultural specialties, once it is secured, can often continue, when 
it may be lost in the field of ordinary manufactures. 

4. The ability to market any domestic product in a foreign land is 
profoundly influenced by the general tariff policy of the home country. 
No nation can sell that refuses to buy. Import restrictions abroad may 
indeed limit exports, but such restrictions usually vary considerably 
among different countries. A home policy, however, is always a potent 
factor in determining the volume of possible sales abroad. The fact 
that tariff duties in this country are imposed upon imports should not 
blind the exporter to their limiting power over his exports. While it 
is impossible to measure with any precision the limiting influence of 
such trade barriers because of the lack of means for determining closely 
several of the ‘‘invisible items’’ entering into our foreign trade balances, 
this limiting influence is none the less important. It is particularly so 
since the country has achieved a creditor status. In other words, one 
phase of our Southern agricultural problem is our country’s general 
tariff policy. 
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With the passage of the Wagner-Peyser Act in 1933, providing for a 
nationally integrated system of federal-state public employment offices, 
and the federal Social Security Act in 1935, with its comprehensive pro- 
gram for social security, including unemployment insurance, the United 
States is but following, somewhat belatedly, the example of other in- 
dustrialized countries in attempting to deal with the major problem of 
unemployment. Each of these measures, referring, of course, to the un- 
employment insurance features of the latter, is essential to the fullest 
and most expeditious utilization of the other. In the administration of 
unemployment insurance, a system of employment offices is necessary to 
receive claims of applicants and to investigate their validity, to apply 
the work test, and to disburse benefits. On the other hand, experience 
here and abroad indicates that in the absence of unemployment insurance 
there is a tendency on the part of both employers and employees to ignore 
the services of the employment offices und thus to defeat their primary 
purpose, namely, a systematic organization of the labor market, and a 
more effective use of our resources, human and otherwise. It was in 
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recognition of this mutual interdependency which prompted the require- 
ment in the Social Security Act that the United States Employment 
Service must be an integral part of the machinery for administering unem- 
ployment insurance before the states could receive the assistance from the 
federal government that the act provides. 

The passage of these two measures, significant and gratifying as they 
are, must be looked upon as only the first steps in the direction of a 
satisfactory system of employment offices and unemployment insurance. 
Much, if not most of the work is still before us. There remains yet the 
task of securing state laws which will meet the requirements of the Social 
Security Act, meager as they are; of organizing administrative staffs and 
of developing procedure to carry out the intent of the statutes; and of 
improving aad strengthening the provisions of both federal and state 
legislation in the light of cumulative experience which can be secured 
only through actual administration of the laws. 

It may be granted at the outset that the many differences between the 
United States and other countries make the experiences of the latter a 
doubtful guide to follow without close scrutiny, and that our own experi- 
ence must render the final verdict as to what is most desirable for us. 
Nevertheless, it seems reasonable to suppose that many of the problems 
with which we shall have to deal will not be wholly unique, and that 
much can be gained and many costly mistakes avoided by reference to the 
experience of countries which have traveled far along the road upon 
which we are now setting foot. 

The books selected for review here have much to offer those who are 
interested in unemployment insurance and its administration. Although 
dealing with the same general subject and necessarily much the same 
material, they represent entirely different approaches and concern them- 
selves with different aspects of the problem. Professor Douglas, writing 
in 1932, at which time sentiment for the enactment of unemployment 
insurance legislation by individual states, even in the absence of federal 
action, was rapidly gaining momentum, was concerned with the estab- 
lishment of adequate standards. With this in view he offered his volume 
‘*... both as a means of outlining what a properly managed system of 
unemployment insurance would do and also of working out what the 
precise features of such a system should be.’’ The three volumes pub- 
lished by the Industrial Relations Counselors center their attention on 
public employment offices. Intending at first to deal almost entirely 
with the placement service, they were led by the growing interest in 
this country in unemployment insurance to include the work of such 
offices in connection with its administration. Professor Bakke believes 
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that the United States, in launching its experiment with unemployment 
insurance “*. . . can profit by analysis and criticism of the British system 
from the point of view of its adjustment to social and economic reality.”’ 
His scholarly treatment ‘*. . . is an attempted contribution to that anal- 
ysis. It is directed at those aspects of the legislation for and administra- 
tion of unemployment insurance which appear most relevant to our 
American situation.” 

Professor Douglas’ little volume was gratefully received when it made 
its appearance, not only for its general excellence, but also for its time- 
liness. Without detracting in the least from the influence it undoubtedly 
already has had, it may be observed that it is little if any less timely 
today than at the date of its publication. Despite the fact that the Social 
Security Act went into effect on January 1 of this year, and that under 
its provisions state action is necessary before unemployment insurance is 
on the way to becoming a reality, less than a dozen states, including the 
District of Columbia, have taken such action to date. While the Social 
Security Board has made available draft bills which meet the requirements 
of the federal statute and which, of course, should be consulted, it is the 
reviewer's belief that those responsible for the drafting of the required 
state legislation probably would draft better bills if they were to consult 
Professor Dougias’ offering as well before entering upon their tasks. 

Cognizant of the fact that under our constutional limitations it is to 
the individual states rather than the federal government to which we 
must look for the actual establishment of unemployment insurance, 
Professor Douglas nevertheless foresaw the need for positive action on 
the part of the latter. Such action was required, he pointed out, for 
several reasons, among the most important being that it would hasten 
the movement, by removing the bogey of interstate competition, and at 
the same time would provide minimum standards below which no state 
could go. Both of these objectives have been accomplished by the Social 
Security Act: the former by levying a three per cent tax (one per cent 
for 1936, two per cent for 1937, and three per cent for 1938 and there- 
after) upon the payrolls of all employers, with certain exceptions, regu- 
larly employing eight or more employees, and allowing credits up to 
go per cent of the amount of the tax for contributions made to an ap- 
proved state fund; the latter by laying down certain requirements which 
the state acts must meet before they can be approved by the Social 
Security Board. Whether this tax-credit device will withstand the legal 
assaults which are sure to be made on it remains to be seen. If it can, 
it seems quite clear that it will accomplish its double purpose of removing 
the fear of interstate competition and of forcing the states to enact the 
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necessary supplementary legislation. Considerable disappointment has 
been expressed because of what some consider the inadequacy of the 
minimum standards required of the states by the federal statute. While 
this feeling is by no means without justification, it should be recognized 
that applying as they do to all the states with the widely varying condi- 
tions that exist between them, and in view of the paucity of data with 
respect to many aspects of the problem of unemployment, even minimum 
standards might better be set at modest levels which can be raised in the 
light of experience, rather than at too high levels which might preve 
unworkable and have to be abandoned. 

On the highly controversial issue as between a system of individual 
plant reserves, as exemplified by the Wisconsin Law, and a system which 
requires the pooling of all reserves, Professor Douglas strongly favors the 
latter. On this moot point, as on other fundamental questions such as 
coverage, contribution requirements, the length of the waiting period, 
the amount and duration of benefits, the Social Security Act is silent. 
Confining its requirements to certain broad specifications as to what a 
state law must contain if employers in that state are to be allowed credit 
for contributions made, and if the state is to receive federal funds for 
administrative purposes, such as, for example, that compensation must 
be paid through the public employment offices, that contributions re- 
ceived must be deposited with the Secretary of the Treasury, and that 
compensation must not be denied eligible employees for refusing to work 
under certain conditions, the Social Security Act allows each state the 
utmost freedom in deciding what type of unemployment insurance system 
it shall have, and what its specific provisions on the above points shall 
be. Only by permitting such latitude on the part of the states, it is 
argued, and with much force, can the claims of the competing systems 
be thoroughly tested, and can a state be assured of the system which is 
most appropriate to its peculiar conditions and needs. It is doubtless 
gratifying to Professor Douglas that the present trend is definitely in the 
direction of pooled funds, eight of the states which have enacted legis- 
lation to date having adopted this system. A somewhat smaller number, 
six out of the ten, require employee as well as employer contributions, a 
principle also favored by Professor Douglas. 

In addition to setting forth the provisions which he thinks should be 
written into the state acts, Professor Douglas offers an estimate of the 
probable cost of unemployment insurance. His final chapter has to do 
with problems of administration, and a note is appended on the question 
of constitutionality. 

The three volumes sponsored by the Industrial Relations Counselors 
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are the first, second, and third, in the order listed above, in a series of 
studies on the administrative aspects of public employment services and 
unemployment insurance in various countries. As the titles indicate, 
England and Germany are treated in separate volumes, while Canada, 
France, Sweden, and Switzerland are covered in a single volume. With 
the exception of Canada, which was prepared by the Industrial Research 
Counselors’ own research staff, the authors are persons directly connected 
with the administration of the services in the several countries studied. 

All of the studies follow the same general pattern. There is first an 
introductory discussion of such subjects as population and labor supply, 
occupational distribution, and the employment situation. This is fol- 
lowed by a section dealing with the historical development of the em- 
ployment exchange service, the present organization of the service, and 
the placement procedure. The final section deals with the procedure fol- 
lowed by the exchanges in the administration of unemployment insurance. 
Texts of laws, lists of forms used, etc., are set forth in appendices at the 
end of each volume. The uniformity of treatment adopted for this series 
facilitates a comparative analysis of the duties and procedures of the em- 
ployment exchanges in the several countries and adds greatly to the con- 
venience and usefulness of the studies. 

The store of factual material and the technical discussions set forth in 
these volumes make them of much value to any one who is interested 
in unemployment insurance and the work of employment exchanges. 
Even the student whose interest is in the broader social and economic 
implications of unemployment insurance rather than the details of ad- 
ministration will find material here of first importance. Particularly is 
this true of Messrs. Chegwidden and Myrddin-Evans’ able discussion of 
the British system. Chapters IX and X, dealing with measures for en- 
couraging the mobility of labor and the decasualization and regularization 
of labor throw much light on these troublesome problems. 

It is obvious, however, that these volumes, written for the most part 
by administrators of public employment offices, were intended primarily 
for the benefit of those who are entering upon similar functions in this 
country. Consequently, a great deal of the material has to do with 
problems of organization and procedure, both of the placement service 
and the administration of unemployment insurance. Included are charts 
showing the organization of the service for the country as a whole, 
the internal organization of a typical office; and even office location and 
typical floor plans are shown and discussed. Lest these be considered by 
some as inconsequential minutiae, may it be said that it is on consider- 
ations such as these that the failure or success of public employment 
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offices and unemployment insurance in this country will largely turn. 
The estimation in which the whole system of unemployment insurance is 
held will be determined to a large degree by such practical considerations 
as the dispatch with which claims are handled, the convenience and ac- 
cessibility of the local employment offices, and the attractiveness of the 
offices and surroundings. Evidence is not wanting which indicates that 
the relatively poor showing which public employment offices have made 
in this country in the past, and the low estimation in which they have 
sometimes been held, have been due in no small measure to the fact that 
in general they have been wholly unattractive, and that they frequently 
have been located in undesirable, not to say disreputable sections of 
our cities. Administrators of the United States Employment Service, 
struggling with problems of organization and procedure for the place- 
ment service, and faced with the added responsibilities which will be 
imposed by their participation in the administration of unemployment 
insurance, will undoubtedly find these volumes extremely useful. 

Professor Bakke’s monograph proceeds along entirely different lines. 
It is primarily a sociological study, as distinct from an economic or an 
administrative one, of **...the progressive development of Unem- 
ployment Insurance ir Great Britain from the carefully planned and 
strictly limited system of insurance introduced in 1911, through the 
expediency-dictated and exception-ridden system of relief of the 1920's 
to the reorganized scheme of 1934.’’ In addition to other lessons which 
it has to offer, Professor Bakke finds this transition instructive to the 
student of sociology ‘‘. . . as an example in one field of growing impor- 
tance of methods by which variations in societal adjustment are initiated, 
tested, and selected.’’ Taking issue with those who are inclined to 
regard the English system as a failure because it departed from the rather 
strict insurance principles adopted at the beginning, Professor Bakke 
regards the ability to make adjustmeats demanded by changing conditions 
rather than strict adherence to a preconceived program as the essence of 
success. His process of adjustment he finds focussed most significantly 
in connection with such matters as the amount and type of benefit, the 
conditions of eligibility for and disqualification from benefit, and the 
character of the provision for those who fail to qualify for benefits. 
It is around the changes in these fundamentals that have taken place in 
the English system from its inception to the present that this study has 
been made, and from which, the author believes, significant lessons for 
the future can be learned. 

For those who naively believe, if there be any such, that unemploy- 
ment insurance is going to prove a panacea for all our ills, or that, once 
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set in motion, it will more or less automatically run along of its own 
accord, some of Professor Bakke’s findings and conclusions will likely 
prove disturbing. Even the most harmless appearing and essential 
provisions have been shown by English experience to be surrounded 
with difficulties. For example, it may be accepted without question 
that benefits should be extended to those who are genuinely unemployed. 
But when is 2 worker ‘“‘genuinely unemployed,’’ and what tests shall 
be applied to prove that unfortunate condition? Certain ones, such as 
requiring the worker to be capable of and available for work and to 
sign the unemployed register regularly are obviously desirable. Suppose, 
however, a worker accepts odd jobs or casual work while not regularly 
employed. Should this debar him from benefits? To require an unem- 
ployed worker to submit proof that he is genuinely seeking work as 
was done in the English Act of 1924, Professor Bakke finds ‘‘theoretically 
sound, practically impossible, and administratively indefensible.’’ Even 
the indispensable work test, accepted without reservation everywhere, 
is not without its limitations. No less perplexing is the question of the 
amount of benefits that should be paid, the length of the benefit period, 
provision for those who have exhausted their benefit period, to which 
we have given practically no attention, and a host of others. 

As an account of the manner in which Great Britain, faced with un- 
foreseen and, in fact, unforeseeable difficulties, has adapted her unem- 
ployment insurance system to meet the practical, every-day needs, 
Professor Bakke’s study is deserving of the highest commendation. In 
view of its general excellence, it is perhaps ungrateful to suggest that the 
organization of the material could be improved somewhat. This mild 
criticism, however, will not deter the serious student who is interested 
in a realistic discussion of unemployment insurance as it affects those 
who live under it and as it is working out in practice. Careful consider- 
ation of Professor Bakke’s volume, along with the others listed above, 
on the part of those who are to design and administer our systems of un- 
employment insurance would do much to anticipate the difficulties which 
lie ahead of us. 


The Collapse of Cotton Tenancy. By Charles S. Johnson, Edwin R. Em- 
bree, and W. W. Alexander. Chapel Hill: University of North 
Carolina Press, 1935. Pp. ix, 81. $1.00. 

This small volume, couched in semi-popular style, is a summary of the 
detailed investigations of cotton culture and farm tenancy in the Old 
South as made by a group of investigators under the general direction of a 
Commission of Three—Professor Charles S. Johnson of Fisk University, 
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President Edwin R. Embree of the Rosenwald Fund, and W. W. Alex- 
ander, Director of the Commission on Inter-racial Codperation. It is a 
scathing, almost vituperative arraignment of the tenancy-ridden, one-crop 
agrarian South. This area of “greatest social humiliation,”’ the cultural 
landscape of which is characterized as ‘‘a miserable panorama of un- 
painted shacks, rain-gullied fields, straggling fences, rattle-trap Fords, 
dirt, poverty, disease, drudgery, and monotony,”’ is dominated by an 
unprincipled group of landlords whose name is as anathema as is the 
dreadful ‘‘Kulak’’ of Russia. It is peopled to the extent of 56 per cent of 
its farms by tenants, in the proportion of 5 Whites to 3 Blacks, the un- 
happy lives of whom are ‘‘drear, meager, and changeless."’ The ten- 
tacles of a pernicious time-prices credit system enmesh and choke the life 
out of them. All the while, the South is losing its world cotton market, 
rayon is superseding it as a textile fabric, the low-cost production areas 
of the Southwest are swallowing up the Southeast, and the basic fertility 
of the region has been all but wasted away. Moreover, the valiant 
efforts of the AAA have practically all been in favor of the landlord, who 
has used his position as owner of the land to rob the tenant ruthlessly of 
his rights, and where this is not to the landlord’s advantage to run him 
off the farm. ‘“The share tenant’s situation is the impossible one of being 
forced by the inadequacies of the present system, on the one hand, to seek 
relief as the only means of keeping alive; and, on the other hand, of having 
this relief opposed by the landlord because it may spoil him as a tenant, if 
and when he can be used again.’’ The proposed remedy is for the govern- 
ment to buy large tracts of land, break them up into areas of 20 to 4o acres 
per family, settle the tenants on them as owners, and organize them into 
unified and carefully directed types of communities, such as ‘‘(a) codpera- 
tive farm colonies, (b) communities with highly developed services in 
schools and health and recreational facilities, also with community incu- 
bators, breeding stock, and marketing facilities, and (c) communities of 
the European type with homes and public services concentrated into vil- 
lages with farm lands on the outskirts.”’ 

No thoughtful student of Southern problems can condone the evils of 
tenancy and the blighting effects of the region’s cotton and tobacco 
economies. But no one who really knows the South and understands the 
evolving pageant of its historical evolution can see in the presentation of 
the authors anything other than an embittered and distorted picture of 
the situation. The Lord knows the plight is bad enough! There is no 
virtue in distorting it into such fantastic proportions. There are un- 
scrupulous landlords in the South, but there are no more there than else- 
where, and they constitute but a small minority. It has been demon- 
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strated that the Negro’s best friend is the White man of the South. The 
wasting of the fertility of the soils of the South is fearful, and needs to be 
checked, but look at what has happened in the drought areas of the Wheat 
Belt. It has been shown that the South has not lost its world cotton 
market nearly to the extent that the West has lost its world wheat market, 
and that the underlying conditions for the losses incurred have not been 
in the main any fault of the South, but due to tariff policies which it has 
always opposed and actually fought an unsuccessful war against. As to 
the conflict between the Southwest and the Southeast there are those who 
state that the widely publicized differentials in production costs do not 
actually exist. And as for the damning of the AAA, studies made in 
practically every Southern state, show that tenant farmers have not been 
displaced by the program of the AAA, but instead that the status of the 
tenant farmer has been substantially improved by it. Moreover, the 
tenant farmer today grows more food and feed crops under the AAA than 
ever before, and his dietary standards have been substantially improved 
as a result. 

In the opinion of the reviewer, for many generations to come, the South 
will and should grow cotton. Moreover, increased mechanization will 
enlarge rather than diminish the size of the farming units and improve 
the standards of living. Along with this trend, there will be and should 
be more urbanization and industrialization, relieving the severe popula- 
tion pressure on the soils of the South and adding employment opportuni- 
ties and taxable values to the region. Sensible control of production in 
relation to effective demand and the maintenance of parity prices for farm 
products will increase the income of the South. With increased wealth 
and a just gearing of the distributive phases of the regional and national 
economy—an end which is already being sought and will be better 
achieved—standards of living for all will be improved. 

Situations such as these must be faced realistically and improved 
gradually; and this will be done in the amelioration of distressing condi- 
tions which everyone knows to exist and regrets the fact that they do 
exist. The Bankhead ‘‘Farmers Home Act’’ has at this writing passed 
the Senate and is now before the House of the national Congress. It will, 
properly administered, in the next generation or two do much steadily 
and sensibly to translate every worthy tenant into a land-owning farmer 
and seek to keep him such. 

Unfortunately, a summary does not always give a fair picture of an 
extensive piece of research. Final judgment as to the scientific value of 
such a study must be withheld until the whole is available. However, 
so far as the summary is concerned, the conclusion of the reviewer is that 
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it is prejudiced, one-sided, and manifestly unfair in its portrayal of actual 
conditions existing in the South. If the South were as bad as pictured, 
everyone, including the owners as well as the tenants, would have left 
its borders long ago. 

University of Virginia. Witson GEE. 


Six Rural Problem Areas—Relief—Resources—Rehabilitation. By P. G. 
Beck and M. C. Forster. Washington: Federal Emergency Relief Ad- 
ministration, 1935. Pp. 167. 

This monograph is a story of the exploitation of our agricultural lands 
and rural human resources. When the history of this exploitation is 
finally written it will constitute the greatest indictment of a civilized 
nation. For sheer thoughtlessness and stupidity in the development of 
land resources the United States of America must be placed at the top of 
the list. Since its beginning the United States has relentlessly and un- 
heedingly destroyed the agricultural soils of the nation. A day of reckon- 
ing was inevitable and this day is here. 

The authors have selected six rural areas and have presented in a clear 
manner what has happened in these areas and what the conditions are 
today. These areas are The Appalachian-Ozark, The Lake States, The 
Short-Grass including Spring Wheat and Winter Wheat, The Eastern 
Cotton Belt and The Western Cotton Belt. They also point out what 
needs to be done in order to remedy the situation. 

In the Appalachian-Ozark Area the rural population depends largely 
upon farming for subsistence and outside employment as a source of 
cash income. The depression eliminated the source of cash income and 
bad farming reduced their subsistence. The area is, according to the 
authors, suffering from over-population. The problem is one of improv- 
ing the farm methods and practices, relieving the pressure of population 
through immigration and the development of a higher standard of living. 
A higher standard presumably would tend to delay marriage and thus 
control the number of children born. 

The Lake States have been the scene of criminal exploitation. Large 
mining and lumbering companies have exhausted the timber and minerals 
without thought as to future needs of the area or of the nation. Not 
only have these companies exploited the soil but they have also exploited 
the people through encouraging them to purchase the cut-over land for 
farming purposes. As much of this land is not suited for farming, the 
loss in the form of human and economic resources has been tremendous. 
In fact, land exploitation, as conducted by these companies, constitutes 
a racket, the magnitude of which is unparalleled in the United States. 
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The situation and problem of the Short-Grass Wheat Area is somewhat 
different from either the Appalachian-Ozark or the Lake States Areas. 
In this area the limiting factor is rainfall. It is now understood that 
much of this territory should never have been devoted to grain farming 
but should have been maintained in its natural form and used for grazing. 
But the lack of foresight and an adequate agricultural policy led to the 
individual exploitation on a vast scale. The problem is difficult to solve 
because of the tendency of the soils in this area to blow badly. Probably 
a large part of the area will be permanently lost to production. 

The Cotton Area both east and west presents a problem in soil exhaus- 
tion, and one in human relations. The continuous production of cotton 
and tobacco in the Eastern Cotton Belt has unquestionably exhausted the 
soil resources. Abandonment of the plantation system and the substi- 
tution of the share cropper system has not proved satisfactory. In fact, 
the federal government for various reasons has been unable to find a 
solution to this difficult problem. Unquestionably, much could be done 
but with few exceptions nothing has been done to improve the lot of the 
share tenant and share cropper. It is a problem which needs to be studied 
carefully and dealt with vigorously. 

There is an analysis of the families receiving relief which takes up the 
type, size, age composition and other information relating to the families 
studied. There is a section on the social-economic resources of the famil- 
ies receiving relief. Finally, there is a section on plans and prospects 
for rehabilitation for families receiving relief. This section deals with 
the capacity of families, their standard of living, present occupations and 
experience. 

This monograph should be useful to all persons interested in the social 
and economic problems of agriculture. It is an exposition of conditions 
in the areas studied and suggests how these conditions may be improved 
and the major problems solved. In common with all government 
publications, it lacks the vigorous language and method of presentation 
which the subject deserves. It contains an appendix of twenty-five 
tables in which is presented information in support of the discussion in 
the text. 

G. W. Forster. 

North Carolina State College of Agriculture and Engineering, 

University of North Carolina 


What Economic Nationalism Means to the South. By Peter Molyneaux. 
New York and Boston: Published jointly by Foreign Policy Associa- 
tion and World Peace Foundation, 1934. Pp. 28. 25 cents. 
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The first part of Mr. Molyneaux’s brilliantly written pamphlet is 
devoted to an analysis of the evils of cotton tenancy—a description with 
which no one in possession of the facts should be inclined to quarrel. 
In the second part he blames the whole situation on our tariff policy and 
argues that to throw down tariff barriers will restore our export cotton 
trade, which in turn is to solve the problems of Southern agriculture. 
The questions of land tenure are usually dismissed by the statement that 
Southern landlords have never made any money. Now one can be against 
the tariff, and one can realize that the loss of world cotton markets may 
displace half the South’s agricultural population, and yet feel that Mr. 
Molyneaux’s conclusion is a perfect non-sequitor. 

We have had enough experience with supplying the world cotton trade 
to know that increased demand and high prices have never done anything 
to solve the problems of extortionate credit, the one crop system, the 
concentration of land ownership, and increasing tenancy. Moreover, 
the receding cycle of cotton prices may always be expected to leave the 
landlord and the tenant bankrupt. Again it can be contended that 
reform of the vicious credit and crop lien system would save the tenant 
more of his consumer’s dollar than reform of the tariff. It is also pos- 
sible to hold that land tenure reform after the fashion of Ireland and 
Denmark is something we can do within our own borders, while the 
initiation of free trade demands the codperation of a non-codperating 
world. It also demands to begin with the codperation of the industrial 
East, and the Democratic party could break itself in the attempt and 
never secure that. 

University of North Carolina. Rupert B. Vance. 


Financial Organization and Administration. By W. Mackenzie Stevens. 
New York: American Book Company, 1934. Pp. xiv, 670. $4.00. 
This text, covering the fields of financial organization and financial 

management of the business unit, follows throughout the viewpoint of 

management and emphasizes especially the problems of moderate and 
small-sized business units. It is divided into three parts; Financial 

Organization, Procurement of Capital, and Financial Administration. 
Part I, covering Financial Organization, is in reality a three-fold dis- 

cussion of the ownership organization of business units; the probleins of 

re-casting the financial structure, reorganization, and expansion; and 
capitalization. This portion comprises roughly about one-third of the 
book and many of the topics are necessarily discussed but briefly. The 
subject of combination, to illustrate, is covered in but slightly more than 
six pages and covers the following items: methods of combination, types 
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of combinations, and advantages and disadvantages of combination. It 
should be noted, also, that the portion of the subject matter of Part I, 
dealing with business ownership organizations, is not ordinarily included 
in a text of business finance so that in reality the book becomes two texts 
in one. 

Part II, comprising slightly less than one-sixth of the book, covers 
the general subject of Procurement of Capital. The subject is subdivided 
into capital procurement for established businesses and for new businesses. 
The chapter in this section dealing with incorporation seems to have 
wandered out of position and could have more logically been included 
in the earlier section. 

Part III, comprising about one-half the book, covers the subject of 
Financial Administration. It is in this section that the author expands 
his treatment of subject matter and discusses more fully the items in- 
cluded for treatment. Especially is this true of the subject of budgeting 
which the author uses as the primary requisite for conducting a sound 
financial administration. The use of ratio analysis as a means of effi- 
ciency in financial management is included. The control of sales, pro- 
duction, purchase and inventory, expenses, assets, and cash, and co- 
ordination of financial administration are the subjects covered in this 
section. 

Qualitatively, the material is clearly presented. In some parts, the 
discussion is overly concise but this statement does not apply to that 
portion of the subject devoted to financial administration which is both 
clear and full. Its chief qualitative weakness seems to be its failure to 
indicate the differences and implications involved between the view- 
points of the manager of the individual business unit, society, and law. 
Nor does it include a reconciliation between economic theory, business 
practice, accounting practice, and legal requirements. Such omissions, 
however, do not detract from the otherwise completeness and thorough- 
ness of the presentation. And in justice to the author, it is stated by him 
that ‘‘the viewpoint throughout is that of management; for practical 
knorvledge of effective management is the type of information that will 
enable a young man entering the business world to demonstrate most 
rapidly his capacity for greater responsibility.”’ 

Many valuable charts and summaries and record forms are given. 
Particularly noteworthy are the ‘‘Comparison of the Types of Ownership 
Organizations’ and ‘“The Financial Managers Classification of Securi- 
ties.’ Though frequent illustrations of the principles developed are 
given, the subject matter is not complicated by the inclusion of frequent 
references to practices of existing business units and court decisions which, 
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as is often the case of texts in this field, offer an incomplete description of 
the practices followed or an incomplete statement of the conditions 
underlying the particular practice cited. 

From the standpoint of teaching, the book is to be commended for 
its selection of questions and problems, the former indicating the major 
points covered in the text presentation and the latter offering a selection 
of circumstances and conditions concerning which the problems of finan- 
cial administration can be applied. It is also to be commended for its 
concise but excellent presentation of the ownership and financial organi- 
zation of business units and the instruments representative of capital 
structure. It would be more teachable if the material were re-grouped, 
especially to have the chapters on reorganization, re-casting the financial 
structure, and expansion follow the subject of financial administration 
and draw upon principles there presented to illustrate causes of failure, 
the reasons for re-casting the financial structure, and the motives and 
reasons for expansion. 

In summary, the field of business finance literature is enriched by the 
appearance of this volume. Its clarity and soundness of presentation, 
its completeness of subject matter, and its use of teaching aids mark it 
as a welcomed addition. 

University of Florida. Roxanp B. Eutster. 


Some Phases of Labor Relations in Virginia. By George Talmadge 
Starnes and John E. Hamm. New York: D. Appleton-Century Com- 
pany, 1934. Pp. xxi, 151. $2.50. 

This book gives a picture of labor relations in the rayon, tobacco re- 
handling and tobacco manufacturing industries in Virginia, and a brief 
survey of trade union membership in that state. For each of the three 
industries, there is a survey of the sources of labor supply, of wages 
paid, hours worked, and conditions of work, accompanied by a descrip- 
tion of the production processes and an outline of the personnel activities 
supported by the employing companies. 

The book is mostly descriptive. There is little historical information, 
and no effort is made to analyze labor relations from the standpoint of 
theoretical economics, to study the industrial relations of trade unions, 
or to discover forces underlying labor conditions. 

Except for the rayon industry, where averages are compared with those 
of the three primary rayon districts in the United States, no effort is 
made to compare wages, hours, or working conditions with other in- 
dustries, other areas, unionized territories, or in respect to relative labor 
productivities. 
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There is nothing new in the material on wages and hours: wages are 
low and hours long. Only the rayon industry made any extensive effort 
at personnel work: employment offices, health and recreation activities, 
and employee insurance. The tobacco manufacturing industry provided 
some health inspection, fairly clean surroundings, and in some cases 

: low-price cafeterias. None of the industries attempted to provide em- 
ployee housing. None tolerated unionism. 

As for Negroes in industry, the following statements regarding the 
tobacco re-handling industry reflect the authors’ viewpoint: ‘“The 
Negroes perform the disagreeable, unskilled labor which because of its 
dusty, dirty and unsanitary character is distasteful to the whites’; and, 
‘In a very short time, however, the Negroes seem to become adapted to 
these adverse conditions and frequently they can be heard laughing and 
singing at their work.”’ 

The chapter devoted to unionism consists of two parts: a summary of 
the Richmond Knights of Labor convention in 1886, apparently based 
on secondary sources; and a statistical history of union membership in 
Virginia. The statistical analysis of membership is based on what seems 
to this reviewer to be an unjustified method. The authors were able to 
discover the membership of a number of union locals. They then de- 
rived the average membership of these locals. This figure they then 
multiplied by the total number of locals in the state. This is assumed 
to represent the total union membership. On the basis of his own ex- 
perience, the reviewer believes that the more difficult the discovery of 
membership figures, generally, the smaller the membership is likely to 
be. The method used by the authors, therefore, probably exaggerates 
the union membership in the state. 

Washington, D. C. Mercer G. Evans. 


PET 


Money and the Economic System. By E. M. Bernstein. Chapel Hill: 

University of North Carolina Press, 1935. Pp. xi, 516. $3.00. 

The title of the book, Money and the Economic System, is indicative of its 
character, for it is a treatment of money as a social agency rather than 
as a mere medium of exchange. The approach of the author is even 
more fully revealed by his statement that ‘“The functions of a monetary 
system are to regulate’ the production, the distribution and the utilization 
of the national income,”’ and **... the ultimate objects of monetary 
management must be to facilitate the proper production, distribution 
and utilization of the national income’’ (p. 419). Such a monetary 
philosophy is at the extreme opposite from that revealed by H. Parker 


1 Italics are mine. 
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Willis in The Economics of Inflation® where it is maintained that money and 
credit cannot be expected to serve as media for the redistribution of 
wealth and at the same time be considered likely to serve as satisfactory 
media of exchange (p. 12). In fairness to Professor Bernstein, perhaps 
it should be said that he would use the monetary system for the purpose 
of maintaining economic equilibrium rather than for the distribution of 
wealth, but Dr. Willis would not se it for either. 

There are a number of features which distinguish this volume from the 
general run of treatises on money. First, it is not primarily a text on 
money, for it advocates a particular theory of money and a monetary 
system built on that theory. A text should confine itself to a clear 
analysis of the case for and against the various theories and systems, 
without advocating any one of them except insofar as impartial analysis 
necessarily reveals the superiority of one over another. But Professor 
Bernstein finds much to support a managed money system and very little 
against it. In fact, one of the serious deficiencies of his volume is the 
failure to bring out the objections to managed money. 

In the second place, it goes without saying that Dr. Bernstein is op- 
posed to the gold standard in the sense of an automatic standard and he 
does not fail to bring out his objections and these include a managed 
gold standard. Thus, it is said (p. 60) that “*.. . there is no reason to 
believe that a monetary system managed to maintain the value of a 
unit of money equal to the value of a given quantity of gold would be 
better than a monetary system managed to maintain economic equi- 
librium.’’ Unfortunately, the reasons for the failure of the gold standard 
are not fully examined and in consequence there is no clear-cut analysis 
of the extent to which the failure of that standard was due to inherent 
faults as contrasted to conditions under which the standard was required 
to work. 

In the third place, it should be said that Professor Bernstein looks 
upon money as a means of social control and it follows that the monetary 
system which he favors necessarily involves a planned economy. But, 
his treatment is deficient in that he fails to analyze the problems of a 
planned economy as a whole and thereby fails to bring out the extent to 
which equilibrium is to be achieved through monetary management and 
the extent to which it must be achieved by reliance upon management in 
other segments of the economic mechanism. He admits that equilib- 
rium cannot be achieved through monetary management alone, but he 
is not at all clear as to how much can be achieved in this way. Bradford 
recognizes and makes allowance for this difficulty for he refers to the 


2 Willis and Chapman, The Economics of Inflation. 
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findings of Mills, namely, that ‘‘...in the period 1893-1926, 40 per 
cent of the internal disturbance in the wholesale price structure might 
be attributed to changes in the price level, while 60 per cent of such 
internal instability would have occurred even if the wholesale price 
level had remained constant.’’* 

Perhaps the outstanding merit of Professor Bernstein’s work is to be 
found in the fact that he favors managed money for the purpose of 
achieving economic equilibrium. He is thus led to analyze ‘“The Value 
of Money”’ and in doing so writes the best section of his book. In this 
connection he takes up ‘“The Equation of Exchange’’ as presented by 
Fisher and concludes that “‘. . . it cannot be considered a measure of the 
value of money in purchasing goods and services for consumption.” 
He then passes to “‘Cash Balances and the Price Level’’ and here, too, 
presents a clear analysis which brings him to the conclusion that **. . . the 
cash balances equations do not measure the value of money in purchasing 
goods and services for final use . . .”” and he then calls attention to the 
admission of the Cambridge economists that ‘*...the two types of 
equation are different views of the same phenomenon,”’ i.e., the cross 
section view and the flow aspect. 

Since Professor Bernstein is primarily interested in money as a means 
of attaining economic equilibrium, it is gratifying that he has developed 
a chapter on ‘‘Income and Expenditure, and the Price Level.’’ Here he 
analyzes Hawtrey’s approach to the problem of the value of money and 
then brings out the fact that it differs from Keynes’ theory, chiefly with 
respect to the emphasis placed on investment by the latter. The author 
finds little fault with Hawtrey’s analysis, but he objects to Keynes’ 
equation for the price level of goods purchased for investment, (p. 268) 
because the collection of goods for which the price level is taken is not 
homogeneous. On careful consideration the objection does seem to be 
well founded, since it turns on a rather restricted conception of capital. 
In any event, the chapter materially strengthens the book. The same 
may be said of the chapter on ‘“The Discount Rate and the Price Level’’ 
for here he brings to bear on his thesis the views of Wicksell and Cassel 
with the final conclusion that ‘*... the real rates of remuneratio# de- 
termine the rate at which credit is created and repaid, and in this manner 
determine the price level’’ (p. 290). 

The discussion then passes to ‘‘Monetary Problems’’ under which 
heading he discusses a number of subjects including ‘‘Inflation and De- 
flation,’’ the essential feature of which is to be found in ‘*. . . the exist- 
ence of business profits or losses.’ This approach is quite in harmony 


3 F, A. Bradford, Money and Banking, p. 627 (auotes F. C. Mills, Behavior of Prices, p. 369). 
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with the main thought of the book, centering as it does about equi- 
librium. That this is true is further revealed by the statement that 
‘A condition of inflation or deflation is caused by a movement of the 
price level or the expense level not offset by a corresponding movement 
of the other.’” In discussing “‘Commercial Banks and Prices,’’ the con- 
clusion is reached that commercial banks can induce changes in the price 
level and, since they are actuated by a profits motive, it is essential that 
central banks shall be in a position to affect their reserves. But central 
banks cannot hope to accomplish much toward maintenance of equilib- 
rium so long as they are under obligation to convert lawful money into 
gold at a fixed rate. Accordingly, they should be **.. . left free to 
manage the monetary system to maintain economic equilibrium and to 
minimize fluctuations in the price level.”’ 

In taking up ‘‘Business Cycles,’’ Professor Bernstein refers to the 
prosperity and recession phases of a business cycle as the period of busi- 
ness inflation. His discussion logically centers on monetary theories of 
the business cycle according to Hawtrey and Keynes and having found 
the monetary theories of these two fairly acceptable, one may expect to 
find him quite willing to believe that ‘‘Only a national monetary author- 
ity with a sufficient control over the creation of credit and investment 
can manage the monetary system to avoid variations in business activity”’ 
(p. 388). The final chapter in this section, “‘International Trade and 
Exchange,"’ deals with the thought that ‘‘External disequilibrium is 

. . one important factor that may induce internal disequilibrium, with 
inflation or deflation."’ Obviously, the author finds internal equilib- 
rium the essential thing and he depreciates the evil effects of external 
disequilibrium. 

Part Five, ‘‘Monetary Management,’’ considers ‘‘Monetary Stabili- 
zation and Economic Equilibrium,’ ‘‘Plans for Monetary Management”’ 
and *‘A Monetary Program.’’ It rounds out the work, but the author 
has already presented his case and what follows does not strengthen it. 
Rather, it tends to weaken it to the extent that it fails to include a careful 
analysis of the obstacles to his program. This reviewer takes the posi- 
tion that what is a good monetary system for one country at one time is 
not necessarily a good one for it at another. Moreover, the monetary 
system that is best for one country may not be suitable for another. A 
monetary system is a function of the state of civilization of a country 
and must be adapted to it. Professor Bernstein does not appear to 
recognize this fact and his able, even brilliant, presentation of the case 
for managed money seems to hang somewhat in the air. However, he 
has done the theoretical part of his work so well that one may overlook 
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this and other faults and express the hope that the book will be widely 
adopted for text-book use, for it is undoubtedly the best work of its 
kind now available. 

University of Virginia. E. A. Kincaw. 


Economics of Planning Public Works. By John Maurice Clark. Wash- 
ington: Government Printing Office, 1935. Pp. vi, 194. 25 cents. 
““How may Public Works be so handled as to contribute as much as 

they are capable of contributing to industrial stability?’’ is the question 
proposed for answer in this one of a set of companion studies made for 
the National Planning Board (now the National Resources Committee), 
dealing with the statistical, theoretical, physical, financial and adminis- 
trative aspects of public works in the broader setting of our economic 
society. The author examines the problem of planning public works 
from a great variety of standpoints and in relation to a large number of 
economic and political problems mutually interrelated. In this careful 
integration of varying points of view lies the main contribution of Dr. 
Clark, for many of the individual problems have previously been treated 
in more or less detail. The author is far from considering public works 
construction as a panacea for all economic ills. He holds that “‘it is 
possible for Public Works expenditures, rightly handled, to furnish a 
real stimulus to business in a depression.’’ At the same time he con- 
cludes that “‘there are limits to the possibility of lifting ourselves in 
this way, that this method alone cannot haul us out of a serious depres- 
sion, and that some ways of attempting it may very easily result instead 
in imbedding us more firmly in the slough.’’ These complications form 
the subject matter of the analysis. Although the problem is attacked 
realistically, assuming the institutiona] ‘-ame-work of the present scene, 
the author refuses to accept all of the features of this system as inflexible 
and permanent. There are repeated references, for instance, to the mal- 
distribution of income as being at the same time one of the important 
fundamental disturbing elements in the working of the system, and an 
evidence of distorted ideals. 

The author early takes up the matter of fitting public works planning 
into the broader problems of economic planning in general. He points 
out that although there are points at which the planning of public works 
for anti-cyclical purposes is in conflict with ordinary city and regional 
planning, a synthesis of the two is possible: in fact national planning of 
public works should start with well-considered local programs, the 
national administration working through regional, state and locai com- 
mittees. 
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It is impossible in a short review to do more than suggest the breadth 
of topics treated by Professor Clark. A foundation for later discussion 
is laid in an excellent chapter devoted to ‘‘Varieties of Economic Dis- 
locations.’’ There follow, among others, discussions of timing policy, 
possible nullifying influences of contradictory policies, financing and 
taxation policies, and consideration of the theory of the cumulative 
effects of governmental spending. There is a spirited attack on certain 
inherited notions of public finance, such as that which justifies the 
emergency expansion of non-essential expenditures for capital purposes 
while allowing essential public services, such as education, to be cur- 
tailed. The author presents definite outlines of two proposals for a 
national plan, one a ‘‘minimum program’’ and the other ‘‘a sample 
program of a more adequate sort.” 

The reviewer would like to raise only one question, which he feels 
has been neglected by the present author as well as by other writers. 
Is there not a basic conflict between the planning or stabilization ideal 
and the profit motive itself? Do business men want stability? Business 
instability is actually one of the most potent sources of business profits. 
Business men want stability—for the other fellow—and a chance to 
jump ahead themselves. The Federal Reserve Board can testify to the 
unattractive appeal stability made to business men in 1928 and 1929. 
What is the real place of stabilization efforts in a profit economy? 

U. S. Department of Agriculture. Wirts F. Fercer. 


State Grants-In-Aid in Virginia. By T.R. Snavely, D. C. Hyde, and A. 
B. Biscoe. New York: D. Appleton-Century Company, 1933. Pp. 
244. $2.50. 

A majority of American states have learned that to maintain conscion- 
able standards of education, public health and welfare, and good high- 
ways, they must aid the local governments upon which the immediate 
burden of supporting these services falls. Virginia learned this lesson a 
century ago. In 1810 it commenced granting subsidies to its counties 
and cities for the support of their schools. Since then, particularly during 
recent decades, as the demand for improved schools, public health and 
welfare services and roads has grown, the volume of funds distributed 
to the localities has grown apace. In 1931 the total was in excess of ten 
million dollars. 

Is Virginia, then, with this large volume of grants, successful in pro- 
viding its citizens with adequate schools, health and welfare services 
and roads? Has Virginia, by the development of this policy of sub- 
ventions, aided its counties and cities in rendering a decent complement 
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of public services? These are the questions Professors Snavely and Hyde, 
of the economics faculty of the University of Virginia, and Professor 
Biscoe, of Bucknell University, attempt to answer in this book. 

Their answer is comprehensive and weighted with an abundance of 
statistical data. It includes the results of approximately two years of 
careful, scholarly research. After chapters on the theory of state sub- 
sidies and on the relation between Virginia’s ‘‘delicately attuned’’ 
segregation system of taxation and the state’s subventions, these authors 
present, in succeeding sections, a review of the methods of distributing 
state aid for each of the governmental functions. 

Half of the book, perhaps an unduly large portion, is devoted to a 
description and criticism of Virginia’s method of apportioning edu- 
cational subsidies to the local governments. Following the section on 
education, an analysis of the manner in which highway aid was dis- 
tributed is presented. Unfortunately, this section is rendered obsolete 
by the state’s action in taking over the support of local roads in 1932. 

Finally, these authors devote a chapter to the consideration of health 
and welfare subsidies. In each section they weigh Virginia methods 
and policies in the light of contemporary practices in other states. 

Experience in Virginia, as elsewhere, this study indicates, emphasizes 
the importance of two factors which condition the success attained by 
any apportionment of state aid to localities. The first of these is the 
effective measurement of the relative need of each county for financial 
assistance to supplement their own local resources in supporting a min- 
imum standard of governmental living, and then apportioning state 
funds, not to rich and poor counties alike, but in proportion to the rela- 
tive need. The second factor is the effectual supervision of the expendi- 
ture of these funds by the local governments, while still preserving local 
initiative. Without such supervision there is little likelihood that the 
maximum utility will be obtained for each tax dollar expended. 

The value of this book does not rest on any plan it offers for the reform 
of Virginia methods. It rests on the completeness of the picture of this 
state’s policy, and the comparison it provides of methods prevailing 
here and in other states. It rests, too, for many non-Virginians, in the 
description it offers of the difficulties of maintaining the fiscal balance 
between state and local governments where tax segregation prevails. 
University of Richmond. Joun J. Corson, 3RD. 
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GEORGIA 


Probably Southern economists, particularly those interested in public 
finance, will have already noted two items of interest in Georgia: the 
first, that the state is now operating without an appropriation act, and 
the second, that a constitutional amendment limiting the tax rate on 
intangible property to five mills and on tangible property to fifteen mills 
is to be submitted to the electorate next November. Both developments 
contain spectacular possibilities. 

The biennial appropriation of the state expired December 31, last. 
No new appropriation measure took its place because the Senate and 
House of Representatives had failed to agree on an appropriation schedule 
during the regular seventy-day session of the General Assembly in the 
first quarter of the year. Until the last few weeks of 1935, it was rather 
confidently expected that Governor Talmadge, in spite of repeated state- 
ments to the contrary, would call a special session of the Assembly in 
order to secure passage of an appropriation act. Such was not to be 
the case, however, and the state has gone into the new biennium without 
legislative appropriations. 

There is naturally a good deal of debate regarding precisely how the 
state’s activities can be legally financed without an appropriation. This 
speculation is all the more pointed because the Governor has not yet 
publicly disclosed his plans, and because he finds himself face to face 
with a constitutional provision that says, “‘No money shall be drawn 
from the Treasury except by appropriation made by law. .. .’’ More- 
over, all decisions of the courts point to the inability of the Executive 
to disburse money without legislative authority. It is now generally 
assumed that the Governor plans to seize money from the Highway 
Department under a regime of martial law and to expend funds thus 
secured under the same unusual authority. This has been repeatedly 
denied, however, and hence the whole financial situation of the state 
is obscure. 

One of the chief difficulties that is almost certain to arise will occur 
in connection with the levy of property taxes. Except for a small annual 
levy for the retirement of debt, state property taxes can only be levied 
by the Governor to meet the appropriations of the legislature. Without 
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appropriations there can be no legal state levy. In addition, counties in 
Georgia levy property taxes as a multiple of the state rate. Without a 
state rate on property there can be no county property taxes legally raised, 
since any multiple of zero is likely to remain zero. This phase of the 
situation will not become acute until next fall, when the time for annual 
property tax levies rolls around. In the interim, counties are living on 
the receipts from their 1935 levies; and state departments and institutions 
have thus far managed to survive by means of surpluses. 

The problematic future of state and local units of government in 
Georgia is still further complicated by the possible adoption of the tax 
limitation amendment previously referred to. No great loss of income, 
of course, is to be expected from the five mill limitation proposed for 
intangibles; but the total loss to the state and local units from the limi- 
tation of taxes on tangible properties to fifteen mills is generally estimated 
to be in the neighborhood of $17,000,000. The amount may vary two 
or three million either way from that figure, depending upon a variety 
of factors. Nonetheless, the loss will be substantial. No schedule of 
replacement taxes has thus far been proposed from quarters sponsoring 
the amendment. 


NORTH CAROLINA 


Considerable doubt exists in the state as to whether North Carolina 
is now in a position to cooperate with the federal government in the 
administration of that section of the Social Security Act dealing with 
unemployment reserves. The legislature of 1935 passed a bill authorizing 
the Governor and Council of State, in the event of the passage of a federal 
unemployment insurance law, to set up a state agency to perform such 
duties as might be necessary to insure cooperation with the federal plan. 
The authorities in Washington are not satisfied that this act meets the 
requirements of the federal statute. To date (January, 1936) the Gov- 
ernor has declined all requests for the calling of a special session of the 
legislature to clear up the doubt. 

The development of the Great Smoky Mountain National Park, lying 
in the states of North Carolina and Tennessee, is proceeding steadily. 
By the summer of 1936 several hard-surfaced highways to and through 
the park will be available for tourists. 

The three per cent general retail sales tax is producing approximately 
one million dollars revenue per month for the state’s general fund. The 
budget bureau estimate was approximately 10 million dollars fur the 
fiscal year. All food commodities except fresh milk are now included 
in the tax (sales directly by farmers to consumers are exempt). Hotel 
and restaurant meals are also now subject to the tax. 

The Workmen’s Compensation Law was amended in 1935 to include a 
long list of occupational diseases. 
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Four constitutional amendments dealing with taxation will be sub- . 
mitted to the voters at the general election in November. The first 
would permit the classification of property for taxation purposes. The 
second would raise the possible maximum rate of the income tax from 
6 per cent to 10 per cent. The third would limit the amount the state 
could borrow during any biennium, without a vote of the people, to 
two-thirds of the amount by which the state debt had been reduced 
during the preceding biennium; counties and cities, similarly, would be 
limited to two-thirds of the amount by which their debts had been 
reduced during the preceding fiscal year. Borrowing for the following 
purposes would not be included in the calculated amount: refunding 
existing debts; tax anticipation; supplying a ‘“‘casual deficit’; and sup- 
pression of riots or insurrection. The fourth proposed amendment 
would authorize the legislature to exempt from taxation, to an amount 
not exceeding $1,000, homes used as residences by their owners. 
The North Carolina State office of the Public Works Administration 
has received and reviewed 484 applications representing 1,259 construc- 
tion projects estimated to cost $68,353,920. Already a total of 188 jobs 
have been constructed at a cost of $9,762,787. In addition a total of 
247 jobs that will cost $8,282,297 to construct have been approved. 
From the beginning the State office of the Public Works Administration 
has been housed in the building of the School of Engineering of the Uni- 
versity of North Carolina at Chapel Hill. Dr. H. G. Baity, Dean of the 
School of Engineering, now absent on leave, is Acting State Director in 
charge of the office. 
The Eighth Annual Conference of the Southern Economic Association 
was held at Duke University and the University of North Carolina on 
November 8 and 9, 1935. The two-day program included the following 
papers and speakers: 
‘Sources and Distribution of Income in the South,’’ by E. Z. Palmer, 
University of Kentucky 

“Effect of Southern Tax Policies on the Distribution of Income,’’ by 
C. P. White, University of Tennessee 

“Status and Future of Farm Tenantry,’’ by C. Horace Hamilton, North 
Carolina State College, University of North Carolina 

“Effect of Current International Trade Conditions and Foreign Agri- 
cultural Development on Southern Agriculture,"’ by Abraham 
Berglund, University of Virginia 

“Diversification, Subsistence Farming, and Agrarianism,’’ by T. J. 
Cauley, Georgia School of Technology 

“*Labor Relations in the South,’’ by Robin Hood, Brookings Institution 
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“Negroes in Southern Industry,’’ by George S. Mitchell, Columbia 
University 

“The N.R.A. and Industrial Relations in Virginia,’’ by R. B. Pinch- 
beck, University of Richmond 

“Are Government and Business Separate Entities?’’ by Albert S. 
Keister, The Woman's College, University of North Carolina 

“The Consumer and Agricultural Adjustment,’’ by Calvin Hoover, 
United States Department of Agriculture and Duke University 

“Controls Exercised Throngh Monetary Policy,’’ by E. J. Hamilton, 
Duke University 

“Controls Exercised Through Banking Policy,’’ by H. B. Dolbeare, 
University of Florida 

“Controls Exercised Through Public Expenditures,’’ by E. M. Bern- 
stein, University of North Carolina 

*‘New Aspects of Public Service,’’ by E. E. Olson, United States Civil 
Service Commission 

‘Trained Personnel in Government,’’ by Floyd W. Reeves, Director of 
Personnel, The Tennessee Valley Authority. 

Duke University B. U. Ratcurorp 


SOUTH CAROLINA 


A significant event for South Carolina was the announcement in 
December, 1935, that the Public Works Administration had allotted 
$10,000,000 to the proposed Santee-Cooper River hydro electric devel- 
opment in lower South Carolina. The total cost of the project as esti- 
mated by the South Carolina authority will be approximately $37,000,000. 
The right of the Public Works Administration to allot funds to construct 
the power plant is being contested in the courts by private companies. 

Evidence that economic conditions in South Carolina during 1935 were 
definitely better than in 1934 is seen in a statement issued by the State 
Tax Commission showing that revenues for the last six months of 1935 
amounted to $8,160,701 as compared with $6,967,494 for the same 
period of 1934. Part of this increase was due to the alcoholic liquors 
tax which was not in effect in 1934. The liquor tax together with liquor 
licenses during the last six months of 1935 amounted to $618,206. 

The South Carolina budget commission in its report to the General 
Assembly recommends a total appropriation of $7,933,972 for the oper- 
ation of the state government for the fiscal year beginning July 1, 1936. 
The appropriation for the current year was $7,500,302. The increase is 
largely for public schools. 

University of South Carolina S. M. Derrick 
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VIRGINIA 


The General Assembly of Virginia, now in session, will devote much 
of its time to a consideration of measures necessary to meet the require- 
ments of the Federal Social Security Act. In his message to the General 
Assembly, Governor George C. Peery discussed at length the problems 
relating to unemployment insurance and old-age pensions. He recom- 
mended the passage of the Unemployment Compensation bill which 
had been drafted by the Legislative Advisory Council after three years 
of study. In advising the Assembly to pass the bill the Governor said, 
“The alternative to the adoption of an Unemployment Compensation 
law is to pay the full amount of the tax to the Federal government with- 
out participating in the distribution thereof.” 

In commenting on the desirability of the immediate enactment of an 
old-age pension law the Governor expressed the belief that more definite 
information as to the cost and as to the plan for financing such pensions 
was needed. In order that this information could be obtained he recom- 
mended that action be deferred until the next session of the Assembly. 
In making this recommendation the Governor said, ‘We cannot promote 
permanent social security by financial insecurity.” 

Despite the Governor's recommendation, there is much favorable senti- 
ment among the members in both the House and the Senate for the enact- 
ment at the present session of an old-age pension law. At one of the 
first business meetings the subject of old-age pensions was seriously con- 
sidered, and on the recommendation of the Senate Finance Committee 
the General Assembly approved a resolution creating a committee to 
make a study of the cost of a pension law. The committee was requested 
to make a complete report to the General Assembly within a period of 
thirty days. 

Another bill recently introduced in the House would outlaw ‘‘yellow 
dog’’ contracts and restrict the restraining power of equity courts in 
labor cases. 

In his message the Governor stated that the finances of Virginia were 
in a sound condition and expressed the belief that if his recommendations 
were adhered to no new taxes would be necessary for the next biennium. 

University of Virginia G. T. Srarnes 
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M. D. Anderson, University of Florida, was elected Vice-President in 
Charge of Membership of the Southern Economic Association at its last 
annual meeting. 


Herbert von Beckerath, recently of the University of Bonn, has joined 
the teaching staff of Duke University and the University of North 
Carolina. He read a paper at the last annual meeting of the American 
Economic Association on ‘‘Fifty Years of Development in Industrial 
Organization.” 


E. M. Bernstein has been appointed to the staff of the Department of 
Economics and Commerce of the University of North Carolina. He was 
formerly a member of the Department of Economics at the State College 
of Agriculture and Engineering. His book, Momey and the Economic 
System, was published by the University of North Carolina Press in the 
Autumn of 1935. 


Thomas S. Berry, who was formerly on the staff of the Bureau of Eco- 
nomic Research in Latin America of Harvard University, in November 
accepted a position as Instructor in Economics at Duke University. 


Harry G. Brainard, who took his B.S. and MS. degrees at the Uni- 
versity of North Carolina and his Ph.D. at the University of Illinois, 
is Assistant Professor of Economics at The Citadel. 


Malcolm H. Bryan of the University of Georgia was elected Editor 
of The Southern Economic Journal by the Southern Economic Association. 


D. H. Buchanan has been appointed Professor of Economics in the 
University of North Carolina. He will give courses in advanced eco- 
nomic history and the economic development of the Orient and share in 
the instructional work in the social science course for freshmen. 


Troy J. Cauley, formerly at the Georgia School of Technology, has 
resigned and is now with the Rural Resettlement Administration at 
Montgomery, Alabama. 
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S. L. Clement has become Associate Professor in the Department of 
Agricultural Economics and Rural Sociology at the North Carolina State 
College of Agriculture and Engineering of the University of North Caro- 
lina. He was formerly County Agent for Hertford County, took his 
B.S. degree at Mississippi Agricultural College and his M.S. at North 
Carolina State College of Agriculture and Engineering of the University 
of North Carolina. 


Hiram G. Cobb of Madison, Wisconsin, has been appointed Instructor 
in the Secretarial Science Department at the Woman's College of the 
University of North Carolina. 


D. J. Cowden, recently from Williams College, has been appointed 
Acting Associate Professor of Economics at the University of North 
Carolina. 


Ross M. Cunningham of the University of Tennessee has been loaned 
on a part-time basis to the Tennessee Valley Authority to assist in eco- 
nomic research. 


Frank T. deVyver, formerly of Princeton University, is now teaching 
at Duke University with the rank of Instructor. He offered courses in 
Labor Economics at the University of North Carolina during the summer 
session. 


J. G. Evans of the University of North Carolina has just issued a 
revision: of his Basic Economics, published by the University of North 
Carolina Press. He has been granted a leave of absence for the winter 
and spring quarters to carry on a research project under the National 
Resources Board. His headquarters will be in Cincinnati, Ohio. His 
teaching duties have been taken over by J. B. McFerrin. 


Mercer G. Evans of Emory University has resigned. He is now with 
the Rural Resettlement Administration at Washington. 


W. F. Ferger, University of North Carolina, has been granted a leave 
of absence for a year to become Associate Economic Adviser to Secretary 
Wallace of the United States Department of Agriculture. 


G. W. Forster, Head of the Department of Agricultural Economics and 
Rural Sociology at North Carolina State College of Agriculture and 
Engineering of the University of North Carolina, has been appointed 
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State Supervisor of a federal W.P.A. project entitled ‘‘Farm Mortgages, 
Land Values and Transfers, and Farm Taxation.” 


W. H. Glasson resumed his duties for the year 1935-36 at Duke Uni- 
versity after being absent most of last year due to an injury. 


J. Edward Hedges has joined the teaching staff of the Department of 
Economics at Emory University. 


Clarence Heer of the University of North Carolina has been granted a 
year’s leave of absence to join the faculty of the University of Chicago. 


Roswell W. Henninger of the North Carolina State College of Agri- 
culture and Engineering of the University of North Carolina was State 
Personnel Director for the Resettlement Administration during the Sum- 
mer of 1935. 


S. H. Hobbs, Jr., Head of the Department of Rural Social-Economics, 
University of North Carolina, has been granted a short leave of absence, 
beginning with the spring quarter to work in connection with the Rural 
Research Division of the Works Progress Administration. It is con- 
templated that Professor Hobbs will spend most of his time visiting the 
various colleges and universities which are conducting research work in 
connection with the Works Progress Administration. He will check 
and advise on projects now under way and will attempt to promote rural 
research in those institutions which are now wezk in this kind of work. 


Calvin B. Hoover has returned to his teaching position at Duke Uni- 
versity after a leave of more than a year with the Department of Agri- 
culture. He was elected Vice-President in Charge of Program of the 
Southern Economic Association at its last annual meeting. 


D. Clark Hyde of the University of Virginia was elected Secretary- 
Treasurer of the Southern Economic Association at its last annual 
meeting. 


Albert S. Keister of the Woman’s College of the University of North 
Carolina has been appointed Editor of The Southern Economic Journal. 


Philip R. Layton, a graduate of the Harvard Graduate School of Busi- 
ness Administration, is an Instructor in Accounting and Business Law 
at Duke University. 
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Marc C. Leager, North Carolina State College of Agriculture and En- 
gineering of the University of North Carolina, has written a book on 
Financial Management for Highways. The book is a bulletin of the En- 
gineering Station of North Carolina State College of Agriculture and 
Engineering. It will be published in the near future. 


H. L. Macon, formerly research assistant with The American Legis- 
lators’ Association, is now on the research staff of the Tennessee Valley 
Authority. 


C. Ward Macy was granted a leave of absence for the year 1935-36 by 
Coe College to serve as Visiting Professor of Economics at the University 
of Florida. 


James W. Martin of the University of Kentucky was elected President 
of the Southern Economic Association at its Eighth Annual Conference 
last November. He has recently been appointed Chairman of the Ken- 
tucky State Tax Commission. 


Walter J. Matherly, Dean of the College of Business Administration, 
University of Florida, was elected President of the American Association 
of Collegiate Schools of Business for the year 1935-36. 


Emmett B. McNatt, who recently took his Ph.D. at Cornell University, 
was added as Instructor in Economics at the North Carolina State Col- 
lege of Agriculture and Engineering of the University of North Carolina. 


George S. Moyer assumed the position of Head of the Department of 
Economics and Business Administration at Catawba College on February 
1, 1936. He received the Ph.D. degree from the University of Pennsyl- 
vania in 1926 and the degree of B.D. from Duke University in 1934. In 
the past, he has taught Economics and Sociology at the University of 
Louisville and at Lenoir-Rhyne College. 


C. T. Murchison, who is on leave of absence from the University of 
North Carolina, has resigned as Director of the Bureau of Foreign and 
Domestic Commerce and has accepted the Presidency of the Cotton 
Textile Institute. 


A. J. Nichol, who last year held a Sterling Research Fellowship at 
Yale University, has assumed his teaching duties at Duke University. 
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During the spring quarter of 1935 he gave courses in Economic Theory 
at the University of Chicago. 


E. L. Rauber of Auburn Polytechnic Institute has been appointed to 
the staff of the Economic Research Unit of the Tennessee Valley Au- 
thority. 


Christopher Roberts, formerly of Duke University, is now Lecturer in 
Economics at Harvard University. 


G. T. Schwenning of the University of North Carolina was appointed 
Managing Editor of The Southern Economic Journal. 


Charles J. Shohan has been appointed Instructor in the Department of 
Economics at the Woman’s College of the University of North Carolina. 


Malcolm D. Taylor of the University of North Carolina has been made 
a member of the Editorial Board of The National Marketing Review, the 
new quarterly journal published by the National Association of Market- 
ing Teachers. He is Chairman of the Committee on Research of the 
National Association and edits a section in the Review entitled ‘‘Progress 
in Marketing Research.”’ 


George W. Tomlin, a 1935 graduate, has been added as an Instructor 
to the Department of Economics in the University of South Carolina. 


Paul W. Wager is on leave of absence from the University of North 
Carolina to work with the federal government as Chief of the Land 
Planning Section of the Resettlement Administration. 


Arthur M. Weimar has been appointed Associate Professor of Eco- 
nomics at the Georgia School of Technology. He recently served with 
the Federal Housing Administration. 


Charles P. White of the University of Tennessee and C. C. Sims of 
Murfreesboro Normal College are guiding the discussions of The Vol- 
unteers, a young men’s association organized in Chattanooga to study 
taxation problems. The Association is interested chiefly in state and 
local tax problems. 


F. S. Wilder has been appointed Instructor of Economics at the Uni- 
versity of North Carolina. 
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H. D. Wolf, who served as labor adviser for the Southern District of 
the Works Progress Administration during the summer, has returned to 
his duties at the University of North Carolina. Along with his regular 
duties he is now serving as adviser to the North Carolina State Depart- 
ment of Labor in connection with the national social security legislation. 


John B. Woosley of the University of North Carolina has just published 
through the University of North Carolina Press a book entitled State 
Taxation of Banks. 


E. W. Zimmermann of the University of North Carolina was elected 
Vice-President of the Southern Economic Association in Charge of 
Research. 
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